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ro see our commitment to biodiversity, 
， just follow our tracks. i 

At APP, we take our responsibility as stewards of Kecil Biosphere Reserve which is recognized by 
the environment seriously. We support programs the UNESCO Man and the Biosphere Programme, 
that preserve 261,930 acres in the Senepis Tiger and the Kutai Orangutan Programme. Because we 
Sanctuary, 24,710 acres spanning the Taman Raja understand that for our business to thrive，the world 
Nature Preserve, 斗 25,019 acres in the Giam Stak in which we operate must thrive as wed. 
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We provided Sasol-Huntsman, one of the largest producers of Maleic Anhydride 
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in Europe, wh:h an integrated insurance and risk engineering solution to address 
the risks associated with moving a 700 ton factory component across Germany. By 
helping our customer ensure the necessary precautions were taken, and providing 
coverage for the entire trip, everyone was breathing easy. It's an example of how 
Zurich HeIpPoint delivers the help businesses need when it matters most. To learn 
more about this case, visit www-zurichna.com/risks 
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Dear Craigslist, Grow Up 


The website shuttered its U.S. 
"adult services" sectionJf it really 
wants to fix the problem, it has 
to operate like the mainstream 
site it is. By Brad Stone 

Serra Sippel is not accustomed to receiving 
large, unsolicited donations in the mail. 
Nor is she used to sending them back. 

That's what happened earlier this 
summer, however, when Sippel, presi¬ 
dent of a Washington (D.C,)-based non¬ 
profit women's safety organization called 
the Center for Health and Gender Equity, 
received—with little explanation—a 
$25,000 check from the Craigslist Chari¬ 
table Fund, a philanthropic arm of the fa¬ 
mously nonconformist classified ad web¬ 
site headquartered in San Francisco. 

Her organization needed the money, 
so Sippel spent a weekend studying Craigs¬ 
list, which helps people buy and sell 
used products and find jobs，housing, 
and companionship on more than 700 
local sites around the world. Clicking on 
ADULT SERVICES, shc noticed obvious 
solicitations from prostitutes； browsing 
through its blog, she came across Chief 
Executive Officer Jim Buckmaster，s testy 
replies to allegations that the site facili¬ 
tates sex trafficking. Ultimately, Sippel 
decided she was uncomfortable keeping 
the donation. "I just didn't understand 
why they wouldn’t express more con¬ 
cern；" Sippel says. "They did the mini- 
mum to address the demands of law en¬ 
forcement, expecting some goodwilL 
But there was dearly more they could 
do to fight trafficking-。 

Does Craigslist care more about its 
legal rights or its social responsibility as a 
dominant site with 50 million users in the 
U.S. alone? After two years of near-con¬ 
stant criticisTn from state attorneys gen¬ 
eral, on Sept. 4 the site finally shuttered 
its controversial adult services. Instead 
of simply dropping the header, however, 
Craigslist replaced it with a single word： 
CENSORED, And then it went silent, refus¬ 
ing to comment on the move. 
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Opening Remarks 


"CraigsHst did a lot to clean up the 
ads, but certainly the underlying 
criminal conduct continued/' 
Cara Smith, deputy chief of staff, 
II tinois Attorney General's Office 


Adult services had become an un¬ 
comfortably profitable business. Craig- 
slist, which s 枯 ned charging for sex ads in 
2008 at the behest of law enforcement of¬ 
ficials who wanted the company to verily 
the identities of adult advertisers* was on 
track to earn $44.4 miUioii from the sec¬ 
tion in 2010 alone，according to a recent 
estimate from the AIM Group, which mon¬ 
itors classified advertising. That’s almost a 
third of the company's projected annual 
revenues of $122 million. The adult reve¬ 
nues have helped make Craigslist a target 
not just oflaw enforcement officials but of 
nonprofits that fight human slavery and 
child prostitution. "Law enforce 打 lent 
and anti-trafficking experts all agreed 
that Craigslist, through its adult services 
section, was the Ho. 1 platform for buying 
and selling sex with children and young 
women online," says BradJey Myles, ex¬ 
ecutive director of the Polaris Project, an 
anti-trafficking organization. 

Under a provision of tlie 1996 law called 
the Communications Decency Act, Web 
companies caiinot be held liable for the 
materiaJ asers past on their sites. Even so, 
most popular rntemet firms have come to 
the conclusion that they have a larger eth¬ 
ical responsibility to tame the wild beast 
that is participatory media. Over the last 
15 years, one after another, companies 
like AOL, Yahoo!, MySpace, YouTube, and 
Facebook added staff and filtering tech¬ 
nology in an effort to monitor their sites, 
reassure parents, cal 讯 advertisers, and 
position thcmseJvcs as good corporate cit- 
i 2 饥 s. They remove pornography, profan¬ 
ity, and other illicit content from their us¬ 
er-generated forums, quickJy era 出 caring 
pages designed to attract such material. 

Craigslist, with all of 30 employees 
working in a Victorian house in San Fran¬ 
cisco, has taken a different approach. It 
was never as irresponsible as its critics 
charged, or as goad a corporate citizen 
as Backmaster professed to be in his blog 
postings on the topic. Over the years, 
Craigslist changed the name of its adult 
listings from "crotk services" tried asking 


advertisers to verify their identities with 
an automated phone system, and added 
a 化 am of outside lawyers to manually 
screen ads. Those efforts helped ： Buck- 
master has pointed out that traffic spited 
at alternative media outkts-sites that 
don't manually screen adult content — 
after Craigslist began screening. And ex¬ 
plicit nude photos next to adult ads large¬ 
ly disappeared from ite U.S. pages. 

With only a few dozen 讯 e em¬ 
ployees and a category uniquely devoted 
to adult listings ， however, Craigslist can 
only do so much. Adult advertisers easily 
sidestepped the protective measures with 
euphemisms - "100 roses fora half-hour 
date" — and no one was fooled. "Craigslist 
出 d a lot to clean up the ads，but certain¬ 
ly the underlying criminal conduct con- 
dnued/’ says Cara Smith, deputy chief 
of staff for Illinois Attorney General Lisa 
Madigan, The company made no changes 
to its adult categories in more than 200 
overseas markets, which are still called 
"erotic services” and are often replete 
with pornographic photos accompany¬ 
ing direct come-ons for paid sex. 

Cra 咕 list’s reluctance to hire more 
full-time staff and expand its filtering 
efforts are part of its basic philo.sophi- 
cal stance. The company proudly posi¬ 
tions itself as noncomnierdaJ, preserv¬ 
ing the .org suffix in its URL (though it's 
a for-profit business) and charging only 
for real estate and job ads in a few select 
markets. Like another San Francisco 
Web pioneer，the operator of Wikipe- 
出 3> Craigslist believes that the [ntemet 
enables a new kind of small enterprise 
to create a global service that delivers a 
public good by tapping into the power of 
users who "crowisource" content. 

By becoming mired in a seeming¬ 
ly never ending legal scrum over adult 
ads, Craigslist is forcing even Internet 
tme-believers to question that mode 】， 
"I have concluded over the years that 
crowd-sourcing isn’t enough，。says Eric 
Goldman, director of the High Tech Law 
Institute at California's Santa Clara. Uni¬ 


versity, "There has to be enough of a 
human presence to make sure sites can 
deliver on the trust that users want to 
have in them. It could very well be that 
Craigslist is just understaffed, and there 
is no model for it to continue operating 
at the current level," 

The immediate question is whether 
Craigslist really will leave its adult list¬ 
ings in the U.S. shut down and perhaps 
extend the move abroad, or whether it 
in 比 ncLs to reopen adult services and fight 
for what h perceives as a crucial freedom 
of speech issue for the [ntemet. Craigslist 
executives haven’t said anything about 
their actions or intentions over the past 
week (and did not respond to a request 
for comment). They could keep the CEN¬ 
SORED sign, surrenderijig while thumbing 
their noses at 亡加 c 弓 ， or leignite the fight 
by asking a judge to rule that state attor¬ 
neys general are violating their rights. 

Law enforcement officials hope that 
Craigslist will continue to combat prosti¬ 
tution ads evL^n as the postings migraEc to 
other categories, such as personals. Yet 
law enforcement officials concede they 
have no idea what’s coming next. "The 
silence is baffling," says Cormecricut At¬ 
torney General Richard BiumentliaJ. 

If Craigslist wants to leave the rancor 
behind，it needs to do more than shut 
down adult services, [t needs to follow its 
larger, more commercially minded Inter¬ 
net brethren and take responsibility for 
the content on its site. That wauJd mean 
hiring more employees, getting more so¬ 
phisticated in its use of screening tools, 
and perhaps even doing more to verify 
the identities of users and advertisers. 

Like it or not, the company that styks 
itself as flamboyantly noncommercial has 
become incontrovertlbly mainstream. 
Unlike the alternative media outlets it 
compares 比 self to, tens of millions of reg¬ 
ular people routinely use Crai 紳 st—and 
may encounter prostitution, and worse, 
on its pages for the first time. For the 
rebels at Craigslist, it's time to grow up 
by clamping down. © 










RBC Capital Markets® 


Client confidence earned through focused expertise. 


如苗 o 甲 、 i id 产州 _ ， ， ' 、 ‘-' ，； 巧 d eqnit 相 

At RBC Capital Markets, we provide focused expertise in different sectors and global 
currencies，These capabilities, along with our worldwide network of investors, allow us 
to identify un ique opportunities that help clients raise capital and expand their business. 
It’s an approach that is strengthening relationships with clients around the globe. 

Take Confidence in Our Approach 



Corporate a Investment Banking | Sales & Trading | rbccmxom 


This advertisement b 虹 informational piirpo^. It is not intended as an offer or solkitation for the purchase or sale of any 
financial mstniment* investment product or service. RBC Capital Markets is the brand name for the capital markets business 
of Royal Bank of Canada and its a 肺 including RBC Capital Markets Corporation flNRA^ NYSE, SIPC )； RBC Dominion 

Securities Inc. pi ROC & 〔 1 巧 and Royal Bank of Canada Europe Limited (authorized & regulated by F5 知 御化畔 tered 
trademark of Royal BankofConada. Used under license. M rights reserved. Includes debt and equity biin 巧 ctbn 占 for 
Julyi, 2009 —June 3 白 , zoio where RBC acted as book runner. Full credit to book runner. All currencies converted to USD. 


i lF IT WAS SIMPLY 

ABOUT MONEY, 

EVERY BANK LOAN WOULD BE A GUARANTEE OF SUCCESS. 

At GE Capital, loaning money is the start of the relatioriship. Not the end. We provide exclusive financing 
for 1,400 independent Polaris dealers across the country. Providing financing means providing life to 
these dealers. Sut it has to be about more than money. WeYe out there helping Polaris identify new 
markets, go deeper into existing ones. IVe been working with Polaris for 26 years. It's pretty simple 
mcjlih - GE Capita! succeeds only if Polaris succeeds* Course, it also helps that I love to ride!" 



imcgination at work 


gecapital.com/polaris 











Contents Malaysia revisits its pro-Malay po licy 11 Eu rope warms lo Sahara sun power 12 Asia ： Ask i ng the mid 址 e class to pay for heal 111 care 14 
Trucking points to an economy with traction 14 Tom Keene talks to energy consultant Philip Verleger 16 Edited by Christopher Power 


Global Economics 



The Lula Lieutenant 
Calming Business in Brazil 


►The Presidents chosen successor has crucial support from the man who remade the economy 
► "What Palocci did "• set Brazil on the right course" 


An ex-physician-turned-politician 
named Antonio Palocci may hold the 
key to Brazil’s continued success as a 
model of emerging-market growth and a 
favorite of stock- and bondpickers. 

Palocci isn’t running for office. His 
involvement in a major political scan¬ 
dal four years ago probably means the 
49-year-old will never occupy the Presi¬ 
dential Palace. Instead, the ex-Finance 
Minister is economic adviser to the pres¬ 
idential campaign of Dilma Rousseff, the 
Workers" Party candidate who enjoys a 
22-point lead over Social Democrat jose 
Serra with just a few weeks to go before 
the Oct. 3 election. Rousse 吊 62, served 
as Energy Minister and then chief of 
sta 斤 under President Luiz Inacia Lula da 
Silva, who backs her for the Presidency. 


Like Lula, Rousse 厅 has a leftist past，and 
her days as part of a Marxist guerrilla 
group in the 1960s mark her as even 
more radical than her boss. Rousseff’s 
rhetoric still has that radical flavor ： In 
August she said it would be a "criine’’ to 
cut state spending. Her core following in 
the working class loves hearing that. 

Such talk from the probable next 
President of one of the top emerging- 
market countries might ordinarily make 
investors nervous were it not for the 


"Palocci stands for fiscal 
prudence. If s riot clear how 
much support there is for 
that in his own party" 


presence of Palocci, who as Finance 
Minister from 2003 to 2006 guided Lula 
to tackle Brazil's mounting debt and 
curb inflation. Palocci paid off $15.5 bil¬ 
lion in loam to the International Mon¬ 
etary Fund ahe 过 d of schedule and 
sponsored a bankruptcy law favoring 
creditors over workers. He created rules 
allowing loan payments to be deduct- 
cd from paychecks that fueled a record 
expansion af credit among low-income 
families. Under Palocd’s watch, infla¬ 
tion slowed to 5.3 percent from 1Z2 per¬ 
cent, and the benchmark Bovespa 
stock index more than doubled. Those 
achievement 日 delighted the markets, 
which had expected Lula to usher in a 
disastrous era of overspending and 
attacks on the private sector. 
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pjmco, the giant bond fund manag¬ 
er, has made Brazilian debt its favorite 
among emerging markets mostly be- 
I cause of its long-standing confidence 
I in Palocci, who is still a congressman 
'from S 互 o Paulo state. Brazil's 11 percent 
bonds maturing in 2040, the bench¬ 
mark, have 杠 ipled in price since Pimco 
increased its holdings eight years ago. 
‘Talocci，s steady hand is what kept us in 
the trade," says Mohamed A. El-Erian, 

I Pimeo’s chief executive officer, who met 
with Palocci twice following Lula's ejec¬ 
tion. Today El-Erian, who visited Brazil 
this summer, says he's still "comfort- 
ab]e" with Pimeo's Brazilian holdings. 

"The more the market sees ofPal- 
oed, the happier it feels about 防 Ima，" 
says Urban Larson, who helps over¬ 
see about $2-2 billion as a Latin Anieri- 
can stock fund manager for 郎 C Asset 
Management in London. Palocci, who 
accompanies Rousse 斤 to presidential 
debates and television interviews, de¬ 
clined to be interviewed for this story. 

Political analysts say Palocci is more 
likely to serve as cabinet chief under 
Rousseff instead of picking up his fi- 
j nance portfolio again. Palocd，s insis¬ 
tence on fiscal austerity during Lula's 



first term is needed 
again to rein in 
public spending 
and slow the flow 
of "gusher" credit 
from state banks, 
says Thomas 
Trebat, head of the 
Institute of Latin 
American Studies 
at Columbia Uni- 
versity. "What Pal¬ 
occi did ds Finance 
Minister set Brazil on the right course," 
says Trebat, a former Citigroup analyst, 
"Brazil needs him again." 

PaJocci's role may include helping 
RoussefF battle those members of the 
Workers" Party who want to expand the 
government's role in the economy, says 
Paulo Vieira da Cunha, a director of Bra¬ 
zil's central bank until 2008 and now a 
partner at Tandem Global Partners in 
New York. "Palocci stands for fiscal pru¬ 
dence" says Vidra da Cunha. "It’s not 
clear how much support there is for that 
within his own party." 

Rou 排 eff, under Palocci\s influence ， 
has toned down her rhetoric when 
speaking to investors. In May she sur¬ 
prised those attending a conference 
in New York by discu 化 ing a possible 
reduction of Brazil's inflation target- 
something LuJa has refused to consider, 
Rouiiseff said it was "very important" 
to reduce lending by the state devel¬ 
opment bank, which has more than 
doubled since 2007 ■"化 was a water¬ 
shed event, and Palocci orchestrated it ,，， 
says Carlos Thadeu de Freitas Gomes, 
a former central bank director who is 
chief economist at the National Federa¬ 
tion of Commerce in Rio de Janeiro. "It 
was the signal the market wanted that 
she would follow an orthodox path .。 

Like Rousseff, Palocci joined the 
Marxist underground as a student, 
then Jatcr co-founded the Workers' 
Party with Lula. As mayor of Ribeir 互 o 
Preto in Sao Paulo state，he learned the 
need for budget discipline. In hk 2007 
memoir. About AuLs and Ciaidas ， Paloc¬ 
ci said spending cuts are the first step to 
boosting investment and growth, while 
loose monetary policy is not the way 
to strengthen an economy, "A forced 
reduction of interest rates, without 
having savings and the investment ca¬ 
pacity to increase the supply of goods ， 
is an extremely risky path,” he wrote. 


The gain in 
the Brazilian 
stock index 
during Lula's 
presidency 



Palocci had to resign as Finance Min¬ 
ister in 2006 after lawmakers accused 
him of illegally obtaining and leaking the 
private bank records of a witness in a 
bribery investigation that targeted senior 
Workers" Party officials. The witness, 
a caretaker，placed Palocci at a Brasilia 
mansion where politicians and lobby¬ 
ists allegedly negotiated bribes and par- 
tied with prostitutes, Palocci denied any 
wrongdoing, and the Supreme Court 
cleared him of breaking bank secrecy 
laws last year. Lula continues to stand 
by him，"1 owe him a part of my govern¬ 
ment's success,'" Lula said in an Aug . 目 in¬ 
terview with 化 to 丘 magazine. "Especially 
during the first two years, when we had 
to cat charcoal iiLstead of filet mignon." 
——Joshua Goodman 。口 dJwri 伽 "as 


The bottom line Lu/a's ex- 円 nanc 谷 M/nIster way be 
k 邱 fo maiot 身肺 ng Brazil's sterling reputation among 
investors a 行 er Lufa leaves office. 
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Southeast Asia 

Malaysia Trieste Curb 
Its Pro-Malay Policies 

仁 Prime Minister Najib seeks faster 
growth with ethnic-neutral rules 

► "I want a better future for the kids, 
for them to start on even ground" 

Malaysian Prime Minister Najib Razak 
wants to engineer a return to Malay¬ 
sia's glory days between 1987 and 1996 
when its economy boomed ， invest¬ 
ment poured in, and local share prices 
almost quintupled. 

Although Malaysia’s economy has ex¬ 
panded since those heady times, its av¬ 
erage annual growth has declined from 
7.2 percent in the 1990s to 4*7 percent 


in the last decade. A fast-rising China 
has attracted investment that might 
otherwise have gone to Malaysia, while 
neighbor Singapore has built new indus¬ 
tries, wooed multinationals aggressive¬ 
ly, and outstripped Malaysia in growth. 
"Beyond commodities, it's difficult to 
see Malaysia’s competitive advantage 
vis-a-vis other Asian countries ， 口 says 
Joseph Tan, Singapore-based Asian chief 
ticonamist at Credit Suisse Private Bank. 

In response, Najib, in office since 
April 2009, has moved to streamline 
the government, made it easier for for¬ 
eigners to invest, backed cutting-edge 
industries, and promoted a productive, 
educated workforce. His most contro¬ 
versial initiative is to start dismantling 
the policies that favor the ethnic Malay 
majority that put him in office-policies 
adopted by his father 40 years ago, when 
Abdul Razak was Prime Minister and the 



country was still recovering from riote 
between the Malay majority and the Chi¬ 
nese minority that left hundreds dead. 

Those 1969 riots started in part be¬ 
cause the Malays felt the Chinese con¬ 
trolled the economy. To raise the share 
of national wealth held by Malays and 
indigenous groups to at least 30 per¬ 
cent, Najib\s father crafted a policy that 
gave them cheaper housing as well as 
priority for college enrollment, govern¬ 
ment contracts, and shares of publicly 
traded companies. 

For the most part, the pro-Malay 
policy has kept the peace. "Malaysia has 
done very well, and affirmative action 
was a strong contributor to the stability 
that allowed for such development" says 
Masahide Hoshi，a director at Phalanx 
Capital Management HKin Hong Kong. 
"However, these same policies could 
impede Malaysia in the long term，The 
government must make changes soon." 

Najib and his advisers say changing 
the pro-Malay rules will level the eco¬ 
nomic playing field, encourage invest¬ 
ment from both inside Malaysia and 
abroad, and promote ethnic harmony. 
Najib, 57, has already eased affirma¬ 
tive-action rules governing overseas 
investors, initial public offerings, and 
property purchases. Mark Mobius, the 
emerging-markets authority at Temple¬ 
ton Asset Management, is impressed ： 
"Malaysia is going through a transfor¬ 
mation with the political changes that 
we’ve seen," he says. 

Najib's reforms are opposed by some 
politicians who helped him gain power, 
including ex-Premier Mahathir Moham¬ 
ad. At a March rally, former Deputy Law 
Minister Ibrahim Ali bran 出 shed a tradi¬ 
tional kris dagger as the crowd chanted 
"Long live the Malays," A spokesman 
for Al 化 group says the dagger display 
was not meant to incite violence. Najib’s 
Malay opponents say they are protect¬ 
ing the constitution and that his father's 
goals have not yet bex'n reached. ''Malays 
have not gained for themselves the 
30 percent target in corporate ownership 
even," Mahathir blogged on Aug. 9. 

Analysts wonder if Najib has the po¬ 
litical capital to carry through. "Najib 
appears to be saying all the right things, 
but the actions of many within UMNO 
[the main Malay political group] are not 
necessarily in the spirit of what [he] is 
saying," says Stephen Hagger，head 
of Malaysian equities for Credit 


比山己15云_ 2<5 A 145 /IOO 一01.0工已已</010占^專山21|^1 击01 吉0圧1 











Septemb 灯巧一 September 19^ 2010 
Bloomberg Bti&messwee^ 


Global Economics 


Suisse Group. It will be up to the politi¬ 
cians and civil service to implement Na- 
jib's plan，Hagger adds. "This is where 
our confidence falters/" 


Desertec Industrial Initiative (DU), a 
consortium that seeks a 串郎 0 billion 
investment in North African solar and 
wind installations over the next 40 


Some locals are voting with their 
feet. Leslie C*，an ethnic Chinese, moved 
to Singapore in June. '1 don't think any 
politician wiU be different，" says Leslie ， 
36, who doesn't want his full name re¬ 
ported. want a better future for the 
kids, an opportunity for them to start 
on even ground." — Shamim Adam 

Th& f- 饥电 <4s part of a drive to boost economic 

growth, Malaysia’s Prime Minister is trying to dismantfe 
poficies that favor ethnic Malays, 


Renewable Energy 

For Europe Inc., Dreams 
饼 Sahara Su whine 

► A consortium wants to invest 
定 560 billion in Sahara solar panels 

^ "The project will happen. It’s likely 
to be a series of small projects" 

The Sahara gets twice as much sunshine 
annually as most of Europe. The Euro¬ 
pean Union wants to get 20 percent of 
its electricity from renewable sources 
within a decade. So why not build solar 
power plants across North Africa and 
ship the electricity north via power lines 
under the Mediterranean? 

Over the past year, more than 30 
European blue chips have joined the 


years. The DII is completing a feasibil¬ 
ity study and hopes to be building its 
first power plant by 2013. A separate 
group of companies called Transgreen, 
formed in July, is working on plans for 
the thousands of miles of high-voit- 
age lines needed. The challenge is im- 
men 化 ： Winning agreement from very 
different countries on two continents to 
carry out one of the biggest infrastruc¬ 
ture projects in history. 

Many backers are eager fora share 
of rich construction contracts. They in¬ 
clude engineering outfits such as Ger¬ 
many's Siemens and Swiss-Swedish 
group ABB and solar companies Aben¬ 
goa Solar of Spain and First Solar of 
Arizona. Giant Italian utility Enel wants 
to rely less on Russian gas, and German 
insurer Munich Re sees the project as 
a hedge against damage from global 
warming. "We are creating a large net¬ 
work of allies with complementary inter- 
es 怯 ," says the DIFs boss, a former Dutch 
utility executive named Paul van Son ， 
There's little doubt that Sahara sun 
can power Europe. Cables already carry 
electricity under the Mediterranean— 
though the power flows from Spain to 
Morocco. And after years of false starts, 
scores of lai^e-scale solar power plan 拉 
are being built or in advanced planning 
stages, from the American Southwest to 
the Mideast. "There is now a good track 
record/，says Bemd Utz, head of Sie¬ 
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Energy Finance, 


energy division. 

With the tech¬ 
nology the con¬ 
sortium plans to 
use, solar-powered 
electricity costs at 
least four times as 
much per kilowatt- 
hour as power from 
coal- and gas-fired 
plants，according 
to Bloomberg New 
analysis group. 


Governments have used subsidies to 


support alternate energy companies 
until their costs are more in line with 
oil and gas. The US. in July awarded a 
$L45 billion loan guarantee to lower fi¬ 
nancing costs for the planned Solana 
power plant in Arizona, at 280 mc^ga- 
watLs one of the world's largest. 

The Sahara project envisions generat¬ 
ing capacity equal to almost 400 Solanas. 
Where would the financing come from? 
The Dll and Transgreen member compa¬ 
nies so far have put up less than $10 mil¬ 
lion for feasibility studies. They want Eu¬ 
rope's governments to require utilities to 
pay more for Sahara-generated energy, 
a preferential arrangement that Europe¬ 
an countries ase to spur solar and wind 
energy development at home. 

Trouble is, Germany and Spain are 
reducing these rates, which the utilities 
often pass on to customers. The depth 
of political support in North Africa is an¬ 
other issue. Morocco, Tunisia, and Egypt 
back the project. Algeria wants ta de¬ 
velop solar plants on its own. Some Eu¬ 
ropean critics, meanwhile, see a case of 
overreach. "European countries can de¬ 
velop faster and cheaper than Desertec 
a renewable energy supply from indig¬ 
enous sources,。says Hermann Scheer, a 
member of the German Bundestag who 
heads Eurosolar, a Bonn-based solar re¬ 
search and advocacy group. 

Even Europe’s sunniest regions, 
though, don't get enough sun to generate 
power as efficiently as in North Africa, 
says Abengoa Solar Ghief Executive Of¬ 
ficer Santiago Seage. The Sahara's ample 
space is crucial since plans call for fields 
of mirrors，totaling hundreds of square 
miles, at more than 20 locations. The 
mirrors would concentrate the sun's rays 
to create heat and drive turbines- 


a technology known as concentrat¬ 
ing solar power (CSP) that allows 
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heat to be extracted and stored gradually 
so electricity is generated continuously. 
Plans also call for solar photovoltaic and 
wind turbine generators, whose energy 
costs less to produce than CSP yet don’t 
offer storage capacity. "For utilities, CS。is 
a much more robust product，" Seage says. 

As the consortium feels its way for¬ 
ward, some European countries could 
strike bilateral d 说 k with North African 
suppliers. Morocco, for example, has 
announced plans to build solar plants 
for its own use. Since Morocco's gov¬ 
ernment can’t afford the subsidies that 
would make solar power feasible inside 
its own borders, it might team up with 
Spain or France to help with financing 
in exchange fora share of output, sug¬ 
gests Logan Goldie-Scot, a London-based 
analyst with Bloomberg New Energy 
Finance. "The [Desertec] project will 
happen," he says, yet "it's likely to be a 
series of small projects," — Carol Matlack 

The 占 o 时 om iine Europe fs pursuing a plan fo tap the 
so/ar enorgy of the Sahara Financing is a hurdle, as 
is securing cooperation from manypfayers. 


Health Care 

In Asia, Public Health 
Care Gets Less Public 



► Governments want the middle 
class to pay their way 


► "We do not dangle the myth of free 
health care" 

Policymakers in Southeast Asia are de¬ 
veloping a new way to contain public 
health costs ： Make more of their citizens 
pay their own way. Most countries in the 
region developed national health-care 
networks decades ago, and they are 
not about to shut down thdr publicly 
funded hospitals. Regional policymak¬ 
ers, though, are watching with concern 
the rising cost of health care in the 
U.S. and other developed coim- 


Indicators 

Where’S the Double Dip? 

While investors fret about the chances of renewed recession, 
truckers remain busy delivering more goods to U*S. retailers, 
whose sales grew 3.2 percent in August from a year earlier. 
And railroad shipments are still rising, as manufacturing 
rose to its highest level in nearly two years. This all sounds 
like more proof of continuing recovery. Here’s a look at how 
truck freight, railcar loadings, manu 拉 cturing, and retailing 
are doing. — An 化口 ny 姑 d 
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tries. Officials in Kuala Lumpur, Singa¬ 
pore, Bangkok, and elsewhere worry 
they’ll face a similar squeeze unless they 
get costs down now. 

So gaverninents are starring to re¬ 
quire citizens whose income exceeds 
certain limits to pay for their own health 
insurance. They also want private-sec¬ 
tor hospitals to take some of the heat off 
the public networks. "There’s a concert¬ 
ed effort 化 make sure the rich consume 
their health care in private hospitals/' 
says Vincent Chin, managing direc¬ 
tor for the Boston Consulting Group 
In Kuala Lumpur and adviser to the 
Malaysian government on health-care 
policy. At the turn of the century, only 
20 percent of Malaysian patients used 
private-sector hospitals, he says. The 
government wants that number to hit 
40 percent by 2020, accordjng to Chin. 

Singapore is aggressively promot¬ 
ing the switch away from government 
hospitals by adjusting the amount Sin¬ 
gaporeans pay for procedures based 
on their income. Thanks in part to this 
change, half of Singapore patients now 
use private-sector hospitals，up from 
20 percent in 200Z "We do not dangle 
the myth of free health care. Instead 
we argue for individual responsibility 
and some co-payinent" Health Minis¬ 
ter lOiaw Boon Wan .said at a health-care 
summit in Singapore in July. "Nobody 
is denied good care. But if you demand 
nonessentidi services, please pay." 

This approach has caught the atten¬ 
tion of hospital operators. Kuala Lunipur- 
based Columbia Asia, which is backed 
by US, investors, has 17 centers in India, 
Malaysia, Indonesia, and Vietnam and 
is opening another 17, all of them cater¬ 
ing to local patients. "The demand is 


Quoted 


"In the latest employment report, for 
anybody who goes and Icyoks in the details, 
long-term unemployment actuary d 献 lined 



in August- For people who think 
that nothing is improving, if s 
hard to explain that."" 

—— Austan Goolsbee, 
member of the Council 
of Economic Advisers 


tremendous-aiid 
it's not five years 
down the road, it’s 
today," says Daniel 
R. Baty, Columbia 
Asia's largest share¬ 
holder. "Clearly ， 
governments in 
these countries have 
made the decision 
they are nut going 
to be involved in 
health care." Co¬ 
lumbia's no-frills service is less luxuri¬ 
ous than some other private hospitals yet 
more efficient than the public networks. 
Other hospital companies anticipate 
a flood of new business. India's Apollo 
Hospitals has opened six new facilities 
with a total 750 beds in the past year. 
Bangkok Chain Hospital, one of the 
largest operators in Thailand, is adding 
two new hospitals. In August, Malaysia's 
stat(^c^)nt^oUed investment compa¬ 
ny, Kha 之 anah, took controJ of Singa¬ 
pore-based Parkway Holdings ， which 
has more than 3,400 beds around the 
region. Indian operator Fortis Health¬ 
care, which lost out to Khazanah, 
still wants to make acquisitions, CEO 
Bhavdeep Singh said on Sept. 2- 

Privately held Gleneagles Intan Medi¬ 
cal Center in downtown Kuala Lumpur 
is a good example of what middle-class 
patients can get. Shopkeeper Low Cher 
Yet recently transferred his 78-year-old 
mother to Gleneagles Intan after waiting 
months for results of kidney and liver 
tests by govemmenE-paid doctors. "Yes, 
it is expensive in a private hospital like 
this," he says. "But at least it is good," 
The Chinese government, which has 
controlled almost all health care in the 
country for decades, may soon follow 
the lead of Singapore and Malaysia. The 
Health Ministry and other government 
departments have agreed in principle 
to open the market to foreign-owned 
hospitals, according to a Sept. 7 repart 
in China Bimness Ne\¥s, a newspaper 
published by s 拉化 -mn Shanghai Media 
Group. "You have this push by govern¬ 
ments to essentially create demand for 
private hospitals，" says BCG's Chin. Hos¬ 
pital operators "have almost an assured 
growth model/" © 一 By Bruce Einhorn^ 
with ChongPooi Kooii 

TAe bottom tine H9aUh~c 另供 pot icy makers in As 但 
互 re encouraging mors affluent Asians to me private 
hospitals and their own funds, 


Share of 
Singaporean 
population that 
uses private 
hospitals 



Tom Keenes 
EcomChat 


Tom talks with Philip 
Verleger, president of energy 
consultants PKVerleger ， 
on oil and the economy. 


Phil, what will oU do? 

I approach oil from the macro point 
of view, and I’m quite pessimistic as 
to the economic outJook for the U.S. 
This depression probably will look 
more like what historians call the long 
depression of 1873. It lasted about 
70 months. Growth did not plunge like 
in the ’30s，but it was terrible. And 
if you dig through the data, you find 
energy prices just plunged. 

What's coming for oil in the short 
run, over the next quarter or two? 

1 think we will probably trend down 
towards $60, but J do not see anything 
collapsing in the third quarter. My 
guess is prices really 枯 H dramatical- 
ly—if they are going to fell-in January, 
February, and March because that is 
when 1 think we’re going to see the full 
impact of the houijing situation , 化 we 
have a seriously hung Congress，there 
is the potential fora real catastrophe. 

What is housing's impact on oil? 

We always talk about the summer 
driving season. Well, it turns out it 
is the summer CDnstruction season 
that counts. If you go back and look 
at the data over the last 20 years, it is 
construction that really produces the 
extra gasoline demand Construction 
workers do not drive Smart cars, they 
drive trucks. So with housing starts 
falling below 500,000 units instead of 

2 million, and with the slowdown in 
commercial construction, roughly half 
a million barrels a day have been taken 
out of U,S. demand. That demand is 
not going to come back until we work 
o 斤 this inventory of housing. © 


H Keene hosts Bloomberg 

Surveillance 7-10 1130AM 

in New York, XM129, Sirius 巧 0. 
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Companies&Industries 

A Whopper of a Challenge 
For Burger King’s Buyers 


►3G Capital and its Brazilian backers will need to do more than just cut costs 
► "It’s not enough these days to bean alternative to McDonald’s" 
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When it comes to the pitfalls of operat¬ 
ing a fast-food chain, Burger King has 
experienced them all ： falling profits 
and sales, angry franchise owners, me¬ 
diocre innovation, growing competi¬ 
tion, and a razorlike focus on the very 
customers who have been hardest hit 
during the recession. So when a little- 
known investment outfit called 3G 
Capital said it wquld 'Buy the MT^ 
ami-based chajirtlbr about $4 
billion on 弯戶 t. 2, an obvious 
question yas: why? 

Bur 學 r King may be the 
world’s 而 o. 2 hamburger chain, 
but itya distant runner- 叩 , with ^ 

12,174 restaurants worldwide vs. 32,466 
for McDonald's. McDonald’s averag¬ 
es atout twice the sales volume per 
U.Si outlet, and its stock has far outper¬ 
formed that of its rival on the strength 
，巧 r of new products such as coffee 

drinks and smoothies. 

Burger King, in contrast, has 
seemed fixated on hawking 
a $1 double cheeseburger- 
now $1.29 following a bitter 
lawsuit with franchisees who 
claim it’s a money loser. The 
chain has also narrowed its target audi¬ 
ence, chasing young men with cheeky 
ads, while McDonald’s has gone for 
broad family appeal. 

Sources dose to 3G say the partners 
are betting they'll be able to trim costs 
(though no more than 10 percent) and 
ramp up international expansion to 
make the deal work. (3G has also been in 
the news lately as the employer of Marc 
Mezvinsky, Chelsea Clinton^s new hus¬ 
band.) Most of 3G，s money comes from 
three Brazilian billionaires ： Jorge Paulo 
Leniann, Marcel Herrmann Telles, and 
Carlos Alberto da Veiga Sicupira. They’ve 
offered investors $24 per share, 46 per¬ 
cent more than Burger King^s Aug. 31 


1967 

Founders self 
the company 
to baking giant 
Pillsbury 
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James McLamore 
and David 
Edgerton found 
Burger King in 
Miami 
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closing price. If the deal goes through— 
which is likely, given the support of the 
board and the private equity firms that 
hold 31 percent of shares-the chain will 
go private for the second time in less 
than a decade. (TPG Capital, Goldman 
Sachs Capital Partners, and Bain Capi¬ 
tal bought Burger King from Britain's 
Diageo for $L5 billion in 2002 and 
took it public in 2006.) Investors 
then expect 3G to expand in 
faster-growing markets such as 
Latin America and Asia. 

Burger King declined to 
comment beyond public releas¬ 
ed In a letter to franchisees, 3G 
Capital ^naging Partner Alex Behring, 
who will Dte^to-chairinan of the chain 
once the de^ii^loses, wrote about 3G，s 
"hands-on maii^^ment approach” and 
intention to investItHhe brand. / 
Yet the first priority,'^ 巧初 rtt 肛 ® 
zilian investors’ past record, is likely to 
be a rapid-lire push to cut costs. That's 
certainly been the case at Anheuser- 
Busch Inbev ， the world’s largest brewer, 
which Lemann's group helped create 
when InBev, the Belgian brewer it had 
a stake in, completed a hostile takeover 
of the American brewer two years ago. 
Lemann, Telles, and da Veiga Sicupira 
all sit on the board of the merged com¬ 
pany. After the merger, former Anheus¬ 
er-Busch employees soon last perks 
ranging from business-class flights and 
BlackBeriys to free cases of beer. About 
1,400 quickly lost their jobs. Gone were 
the lush furnishings and private planes. 
Even Brazilian-bom Ghief 巨 xecutive Offi¬ 
cer Carlos Brito flies economy class. 
Through a spokesman, 3G issued 
a statement saying "any potential op¬ 
portunities for cost efficiencies will be 
managed with the overall benefit of 
the company in mind, without 
compromising the franchisees^ 
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Burger King goes 
pub! IQ after an 
IPO that values the 
company at about 
$2.3. billion . 
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2009 

BK adds the Buck 
Double to its Value 
Menu, sparkfng 
lawsurtsfrom 
franchisees 


A person familiar with 3G，s plans for 
Burger King says the company is ripe 
for cost-cutting, especially at company- 
owned restaurants, which are typically 
less profitable than those operated by 
franchisees. This person says labor costs 
—- are high at these restaurants ， 
as is overhead at the Miami 
headquarters. 

^'^^urger King has had a 
turbultfnt history. Under 
Diageo, a former chain 
executive s 如 , it was large- 
ly left alone arid milked for 
cash, with the unit treated as an outpost 
for leaders in training. Once it moved 
into private equity^s hanejs, the focus 
switched to diftbrcntiating the brand 
from McDonald’s, with a focus on young 
men, for whom high-calorie burgers 
and ads with dancing chickens or a 
crecpy-looking king seemed cool The 
investors also focused quickly on re¬ 
turns ： They initially kicked in $325 mil¬ 
lion of their own money, 如 leering 
more than that in special divi¬ 
dends. With added fees, funds^ 
from the initial public offering, ^ 
and proceeds from the current 
sale. Burger King has been an 
investment winner even as ite 
sales lagged behind rivals. 

Franchisees say they’ve shoul- ’ 
dcred the burden of efforts by Burger 
King management to keep the chain 
competitive amid the recession. That in¬ 
cludes the con 灯 oversial double cheese¬ 
burger. "Margins were crushed，" says 
Steve Lewis, who operates 36 Burger 
King franchises in the Philadelphia 
area. Moreover, he says, sales of new, 
premium-priced menu items like the 
Stcakhouse XT burger haven’t kept up 


2010 

BK announces 
sale to investment 
化 m 3 白 Capital 
for S4 bill bn 


Quoted 


"It’s a nice try, butausterity b 
onEy cool fora whits—" 

—— Frits van Paasschen, 
chief executive o 行忙 er 
of luxury hotel operator 
Starwood Hotels, which 
has seen revenues rise 
this year after the 
economic slump caused 
travelers to cut back 
in 呂 009 



once the brand stops advertising them. 
"Overall menu development has been 
horrible；' Lewis says, adding that the 
chain has come up with little besides the 
bargain burger to woo ciLstoraers into 
stores ： "We disregarded kids，we 边 sre- 
garded families, we disregarded moms." 
Franchisees have also disregarded their 
aging restaurants, says Jordan KroJick, 
president of consulting firm Tound & 
Drowth, who has held senior positions 过 t 
Arby's and McDonald's. "You can change 
the menu, you can change the advertis¬ 
ing, but you're not going to get custom¬ 
ers to see those changes without fresh, 
new, clean-looking facilities,he says. 

Brand experts add that the chain 
doesn't match McDonald's for customer 
loyalty. Chris Malone，chief advisory offi¬ 
cer at Relational Capital Group, recently 
completed a study that showed McDon¬ 
ald's significantly outperformed in both 
"warn 讯 " and "competence" in con¬ 
sumers" minds. He argues that Burger 
King has "put a lot of energy into gim¬ 
micky advertising” at the expense of 
products and service. Mark Ka- 
linowski, an analyst atjanney 
Montgomery Scott，adds that 
the brand simply isn't unique 
in consumers' eyes, noting "it’s 
not enough these days to be an 
alternative to McDonald’s." 

Despite its challenges, there are 
some positives for 3G. Because the 
chain has stable cash flow and modest 
capital investment needs ， 3G was able 
to get JPlVtorgan Chase and Barclays 
to lend it about $2.8 billion of the $4 bil¬ 
lion price. It's also taking over at a time 
when Burger King is innovating more ： 
On Sept. 7, the chain announced nine 
new breakfast items, including blue¬ 
berry biscuits and a pancake platter. 

And 3G*s experience and connections 
in Brazil could help Burger King expand 
in that market, where many U.S. chains 
have had difficulty finding qualified 
franchisees. 

That won’t happen overnight. Yet, 
sources close to the company say, unlike 
typical private equity firms that often 
try to squeeze a return on their invest¬ 
ment in five years ， 3G’s investors are 
willing to wait a decade to get £hdr 
money out, — Diane Brady, with Burt 
Helm and Zachary R. Mider 

The bottom fine: Burger King is facing its second 
private equity buyou 。 打月 dec 旦 cte. The chairt's new 
Brazilian owners tikety won't see a quick turnaround. 






Retailing 

Can Ultimate Fighting 
Head-Butt Shoppers? 

► A brand veteran bets big on the 
rough-and-tumble cage sport 

► Respect is growing for fighters as 
"athletes, not just 对 re 对 brawlers" 

Financier Jamas "Jamie" Salter has 
prospered over the years snapping up 
brands, including well-known names 
like Linens ’n Things and Polaroid. Now 
he hopes to do the same selling cage- 
fighting T-shirts and "An Expression of 
Combat，，school folders. Salter, 47, has 
agreed to buy three brands that cater 
to fans of Ultimate Fighting Champion¬ 
ship, the mixed martial arts league that 
attracts millions of viewers each year to 
pay-per-view bouts that take place in a 
cage called the Octagon. 

Salter's Toronto-b 化 ed Authen¬ 
tic Brands Group is betting the three 
labels-TapouT, Silver Star Casting, and 
Hitman Fight Gear—are ripe for expan¬ 
sion as mixed martial arts continues to 
gain mainstreaJii acceptance. Retail¬ 
ers J.C ， Penney, Kohl's, and Macy's 
already sell some of the goods, and the 
new owners and founders are looking to 
add sales both at home and in overseas 
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Salter wouldn't say how much he’s 
paying for the brands. 

Because the UFC has "done such 
an extraordinary job of building their 
brand, retailcTs-and others - wilJ want a 
piece of the action, especially as global 
opportunities increase," says David 
Carter, principal at the Sports Easi¬ 
ness Group consulting firm. Last year 
TapouT introduced a midpriced line, 
TapouT MPS，to expand beyond de¬ 
partment store sales. It's also weigh¬ 
ing a discount line that could sell at 
mass chains such as Wal-Mart Stores ， 
Caldwell says. The Hitman brand sells 
at Sears Holdings' Kmart stores. Salter 
predicts he'll double revenues in the 
next two years. 

The founders had already branched 
out, with plans for more TapouT gyms ， 
an energy drink in Canada，and a unit 
that makes movies about the sport. 
They're selling combat cages similar to 
those used in UFC bouts to fitness cen¬ 
ters and others, including a Saudi prince 


markets such as Brazil' "These are some 
of the most exciting brands Tve seen in 
years，。Salter says. "The popularity of 
mixed martial arts and the UFC is soar¬ 
ing around the world. The last time I 
saw a sport with this much potential 
was 20 years ago with snowboarding；" 

Grand Terrace (Calif.)-bascd TapouT, 
the largest of the three brands, was 
founded in 1997 by three mixed mar¬ 
tial ar 校 fighters. (A tap out is a surren¬ 
der sign.) (t sells a range of merchan¬ 
dise, from $24 logo T-shirts to a $950 bed 
with its signature cage design, TapouT 
generated almost $200 million in sales 
last year, according to President Dan 
叩 unkass" Caldwell. He says he can’t 
count haw many suitors he turned away 
before Salter came calling. "We love this 
brand so much，" Caldwell says. "I have 
it tattooed on the back of my neck/* (He 
does, literally.) Caldwell, 39, says he 
agreed to the deal in part because Salter 
knows the clothing industry and wel¬ 
comes the founders’ involvement. 

Ultimate fighting, which combines 
Far Eastern martial arts styles with 
elements of boxing, wrestling, and the 
Brazilian form ofjujiLsu, was once con¬ 
sidered so violent that in 1998 Arizona 
Senator John McCain tried to ban what 
he called "human cockfighting," Since 
then the UFC has added some restric¬ 
tions, including "no knees to the head 
of a downed opponent" and "no groin 


or throat strikes/，Says Tim Pogue ， Au- 
the 打 tic Brands' chief marketing officer ： 
"People are starting to respect these ath¬ 
letes as athletes, not just street brawlers" 

Amid signs of mixed martial arts' 
growing cachet, apparel maker Under 
Armour last year signed a multiyear en¬ 
dorsement deal with UFC welterweight 
champ Georges St-Pierre. In January, 
Flash Entertainment, a unit of Mubada- 
la Development, Abu Dhabi’s invest¬ 
ment arm, announced k had bought 
a 10 percent stake in Las Vegas-based 
之 uffa, which owns the UFC and World 
Extreme Cagefighting. Behind all the 
interest ： agrowing fan base. Mixed 
martial arts fans arc younger and more 
affluent than the general population, 
according to researcher Scarborough 
Sports Marketing. More than 75 percent 
of 拉 ns，it says，are male. 

Salter's history with extreme sports 
dates back to Rtde Snowboards, which 
he co-founded; it went public in 1994. 

La 町 at Toronto private equity shop 
Hilco Consumer Capital, he helped 
oversee the purchase of Sharper (mage 
and brands associated with the estate of 
Bob Maiiey. Earlier this year, Salter left 
Hilco and started Authentic Brands 
with backing from Leonard Green & 
Partners, the investment firm with 
stakes in Sports Authority and Whole 
Foods Market. The mixed martial arts 
acquisitions arc the company's first, 


who flew the founders to the Middle 


East earlier this year, Caldwell says. 

Hell remain TapoutT's president, 
while co-founder Timm "SkySkrape" 
Katz will stay on as creative director. 
They’ll be joined at Authentic Brands by 
Luke Bunrett，who started rival apparel 


$200 

MILLION 


Sates of 
TapouT brand 
merchandise 
last year 


maker Silver Star 
Casting in 1993 after 
detailing cars in 
Southern California. 
Burr 州 ， who runs 
the company with 
his wife, Chans ， 
a former Playboy 
niodd，met Salter 
at a UFC party ear¬ 
lier this yean ''We"ve 
been fierce competi¬ 
tors with TapouT, 


and now that we’re under the same roof 


we'll be unstoppable/" Buire 托 says. 

Ira Mayer, publisher of The Licensing 
Letter, doesn’t think recent controversy 
around the safety of the sport will hurt 
the brands ， sales. "Look what's going 
on with football/' he says. ''They're fi¬ 
nally acknowledging these guys are get¬ 
ting concussions. Is that going to stop 
anybody from carrying the fgridironl 
merchandise? No.，’ 一 Laureii Cofemm- 


Lochnerand Jonathan Keehner 


The bott<ym line Br 百 nd buyout veteran Jamie Sa/fer 
is betting on future growth of ciothing brands tied to 
the uitimate fighting league. 
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A High-End Handler for 
Deep-Pocketed Patients 

► A startup links the seriously ill with 
global experts on their malady 

► "Having a group like ours scour the 
earth improves quality of care" 

This spring, an athletic young nonsmok¬ 
er living in Greenwich, Conn., was diag¬ 
nosed with rapidly progressing Stage 4 
lung cancer. It’s not just his age-he"s 
50-and his seemingly robust health that 
made the case unusual. According to his 
physician, Barry Boyd, the patient hired a 
new boutique medical consultancy called 
ExpertConsensus, which，fora fee of 
$20,000 or more, convenes panck of top 
specialist to generate treatment plans for 
people with confounding illnesses. 

Although an ExpertConsensiis 
client and the specialists never meet in 


person, Boyd says that his patient feels 
he's in good hands ： **We're talking to 
the head of lung cancer at MD Anderson 
f Cancer Center at University of Texas], 
very senior oncologists from Sloan- 
Kettering, Johns Hopkins, Vanderbilt/" 
Those physicians recommended mo¬ 
lecular profiling to target specific muta¬ 
tions for the man’s cancer, which is now 
in remission. 

The business of second opinions is 
nothing new. At Cleveland Clinic, one of 
America’s most prestigious medical cen¬ 
ters, $565 and the submission of relevant 
me 址 cal dooiinents will get you a special¬ 
ist evaluation online. And Best Doctors, 
a Boston-based provider of medical con¬ 
sultation used by employers such as 
PepsiCo and Boeing, offers a case 
review and access to 50,000 peer-re- 
viewed specialists at no cost to the pa¬ 
tient. But ExpertConiicnsus Chief Execu¬ 
tive Officer Richard D. Forman maintains 
that his nine-month-old company has "no 
direct competitors" because it performs 
the dirty work of gathering documents. 


recruits top doctors, and minimizes insti¬ 
tutional bias through its panel approach. 

The goal ： bypassing the time-consum¬ 
ing process of getting second and third 
opiniom and making sense of divergent 
recommendations. ExpertConsensus 
says it gives clients access to the latest sci¬ 
entific advancemen 仁 s-some too recent 
to have become protocol, even at top 
medical centers. "To expect that your 
primary-care physician can keep on top 
of what's going on in this world is really 
unfair；" says Forman, adding that the 
one-treatment-6ts-all approach to medi¬ 
cine is obsolete given findings that each 
tumor and illness is distinct. "Having a 
group like ours scour the earth for differ¬ 
ent opportunities and experts really im¬ 
proves quality of care；" he says. 

ExpertConsensus is modeled after 
the work of its chairman, Robert C.J. 
Krasner, a former attending physician 
for the U.S. Congress who once served 
as a doctor for Ethiopian Emperor Haile 
Selassie and now attends to executives 
at top companies. He began convening 
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expert panels for his patients four years 
ago, tapping his extensive connections. 
Serial entrepreneur Forman, co-found¬ 
er of Registercam and Vitals.com, ap¬ 
proached Krasner last December with 
the idea to turn that approach into a real 
business. Co-found 灯 Jean-Luc Neptune ， 
a physician with an MBA，previously 
launched a company that connects pa¬ 
tients with clinical trial opportunities. 

ExpertConsensus compiles a cli¬ 
ent's medical documents, summa¬ 


rizes the relevant information, and 
then enlists three to five prominent 
doctors per case. During a teleconfer¬ 
ence, an on-staff physician walks the 
experts through the cHeiU 、 X-rays ， 
Jabs, charts, pathology, and diagnosis, 
while they examine the documents via 
computer* The company logs their dis¬ 
cussion and passes the resulting treat¬ 
ment plan to the treating physician. 
Later there's at least one follow-up 
panel review. Since January ， Expert- 


Consensus has taken on 12 clients. 

Most are cancer patients, but there are 
also Parkinson's disease and chronic 
fatigue cases，The founders declined 
to disclose company revenues, but 
they envision increasing their dient 
base into the "hundreds, or even thou¬ 
sands,^ says Neptune, 

The company’s strategy and pric¬ 
ing has raised eyebrows among some 
in the medical world. Dr. Robert Wa- 
chter，associate chair of the University 
of California at San Francisco's Medi¬ 
cine Dept-, doubts whether top ex¬ 
perts have time to give the panel cases 
adequate attention. And Evan Falchuk, 
chief operating officer of Best Doc¬ 
tors, questions whether ExpertConsen¬ 
sus has a viable business model ： "You 
could buy a very nice insurance policy 
fora family of four with that kind of 
nioney ，々 he says. 

Beyond serving wealthy clients, 
Forman hopes the panel outcomes 
will have a trickle-down effect, 
popularizing new approaches by 
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exposing treating physicians like Boyd 
to recent advances in medicine. But 
Forman also points out that ExpertCon- 
sensus is a basiness, that his company 
deals with "clients, not patients，’】 and 
that, although health care in America 
is a mess, his company is "not meant to 
solve a public policy issue. 。 

— Carolim Winter 

The bottom line E 乂 pe"Consenses sissembies 
panels of leading doctors to consuH on tough cases 
tor a $20,000 minimum charge. 


Airlines 

British Airways Seeks a 
Bride to Regain Altitude 

► After taking on its unions, the airline 
needs a global partner to grow 

► *'Why would an Asian airline give up 
some of its growth" to BA? 

British Airways Chief Executive Offi¬ 
cer Willie Walsh, the tough 4S-year-old 
Irishman known for his uncompromis¬ 
ing stance in BA"s first cabin crew s 仕 ike 
in 13 years, has spent more than a year 
battling his restive flight attendants in 
an attempt to trim costs ‘ That would 
make BA a more attractive partner in 
the coining round of global airline merg¬ 
ers Walsh believes is both necessary and 
inevitable. Yet the two carriers Walsh 
wants most to wed，AMR’s American 
Airlines and (Santas Ai rways of Austra¬ 
lia, now seem out of reach. That’s push¬ 
ing him to consider a series of smaller 
acquisitions to piece together the global 


In July, EiiroFK!an regulators approved 
Walsh’s $7 billion 虹 keov 灯 of 却 ain’s 
Iberia. He’s formed a task force at BA to 
identify intercontinental merger targets. 
"We want to make sure we’re capable of 
pursuing further consolidation immedi¬ 
ately,'" Walsh says. Earlier this summer, 

BA and American won antitrust approv¬ 
al for a joint venture that would allow 
them to coordinate fares and schedules 
and share revenue on their transatlan¬ 
tic flights. That's 杠 f short of the benefits 
the pair would realize in a full me 巧 er， 
currently barred by the 25 percent cap 
placed on foreign ownership of a US. air¬ 
line. WaLsh says he’d "like to go further" 
with American, but he doesn’t see the 
ownership cap changing within five years. 

He says BA is also unlikely to revisit 
a deal with Qantas, with which it held 
talks in 2008, since CEO Alan Joyce is less 
merger-minded than predecessor Geoff 


Dixon, who conducted merger discus¬ 
sions with the U.K. airline before retiring 
in November 2008. Under Joyce, Walsh 
says, the Australian carrier is focused on 
growth in Asia through its low - cost Jet- 
star Airways unit rather than the kind of 
globe-spanning expansion Walsh covets. 

With his preferred partners off 
the table, Walsh says he'll seek other 
merger partners among fellow members 
of the Oneworld alliance, a consortium 
of airlines that combines their route net- 
works，marketing efforts, and frequent- 
flier programs to offer greater choice 
of d 找 dnadons and frequency to their 
customers, Oneworld has 11 member 
airlines, including BA, Cathay Pacific 
Airways, Finnair, and Lan Airlines of 
Chile, as well as American and Qan 拉 s. 

Chris Tarry, an independent airline 
analyst, says Walsh's biggest problem 
may lie in convincing allies of the merits 
of a merger with a carrier rooted in the 
mature markets of Europe and the U.S. 

"I can't see who is going to come to the 
party，" Tarry says, "Why would an Asian 
airline give up some of its growth in a 
faster-expanding market? They would 
want to merge with somebody in thdr 
own region with better prospects." 

Walsh says British Airways would be 
interested in bidding on two Lufthansa 
affiliates if they come up for sale： bmi， 
the U.K. carrier that's the second-big¬ 
gest holder of takeo 斤 and landing slots 
at London’s busy Heathrow Airport after 
BA, and New York-based JetBlue, 16 per¬ 
cent owned by Lufthansa. The 
German carrier declined comment. 


network he so desires. 


Air line!raff ic Rankings by Total Scheduled Passenger-Kitometers Flown，2009 

Over the last 10 years, mergers have put global rivals ahead of British Airways 
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For now, Walsh is busy identifying 
possible savings from the 白 A-[beria mar¬ 
riage. He said he'll seek about €400 mil¬ 
lion ($508 million) in annual benefits, 
one-third from revenue gains and the 
rest from savings, such as combining 
computer systems and joint purchasing 
of new aircraft and spare parts. 

Still, the merger hasn’t won uni¬ 
versal acclaim within the industry, 
and Maurice Flanagan, executive; vice- 
chairman of Dubai-based Emirates, 
the largest airline by international 
traffic，says it will be tough 阳 achieve 
the targeted economies of scale. "The 
route structures compleinent each 
other, with British Airways flying to 
pJaccs that Iberia doesn’t and vice 
versa," Flanagan says, "but complex¬ 
ity is the bugbear of our business，and 
this merger looks rather too complex." 
— Chris Jasper and Steve Rolhwell 

The bottom fine Watsh has fought to redoce 
employee costs, He may have watted too long to win 
呂 gfobat merger partner’ 


Medical Devices 

Stents ： Now You See 
’Em, Now You Don’t 

► New devices that dissolve inside 
the heart could cut the risk of clots 

► "It appealed to me that I wouldn't 
have hardware in my body" 

John Lamb, a retired auto mechanic in 
New Zealand, was the first patient to get 
an Abbott Laboratories experimen¬ 
tal heart stent, to treat worsening chest 
pains. He now has nothing to show for 
it-just as doctors intended 

]ji March 2006 surgeons imeited Ab- 
bo 片 ’s device into Lamb's coronary artery 
to push back 枯 tty plaque and allow 
blood to flow freely to his heart. Made of 
d compound called polylactic add, over 
the next two years the device dissolved 
into lactic add (a naturally occurring 
chemical in the body)，Jeaving behind 
what appears to be a healthy artery. "It 
made an immediate difference " says 
Lamb, now 69. "U appealed to me that it 
dissolved and I wouldn't have a piece of 
hardware in my body." 

Abbott believes the device could cap- 
山 re a big share of the $4 billion-a-year 


stent market, cutting into sales of Ab¬ 
bott's Xience models and rivals from 
Johnson & Johnson, Boston Scien¬ 
tific, and Medtronic. *if the results for 
the next 100 patients or 1,000 patients 
continue to demonstrate what wc are 
seeing in these first patients, it will truly 
become the next revolution in interven¬ 
tional cardiology" says John M. Capek ， 
Abbott’s executive vice-president of 
medical devices. The dissolving stciit is 
designed to have all the benefits of to¬ 
day's devices without leaving behind 
the metal mesh used in current stents, 
Capek says. It may be sold in Europe 
within 18 months, putting it at least three 
years ahead of similar products that 
competitors are developing, he adds. 

Abbott, based in Abbott Park, 山 .， 
has a way to go before the new device 
gains wide acceptance. The company 
had to redesign the stent last year after 
engineers found it 地 dn’t keep the artery 
叩 en as well as expected during studies 
on humans conducted in Europe, it will 
be difficult for Abbott to create a device 
that's strong enough to prop open an 
artery using materials that are less robust 
than the metal typically found in stents 
today, says Laura Mauri，a cardiologist at 
Harvard Medical School. "They've really 
just passed the first hur 出 e，" Maori says. 
"Before it’s used in the U.S., we’l] need to 
see long-term results," 

The disappearing devices might 
solve a problem that has hampered 
sales of the current generation of stents: 
the formation of potentially 位 tal blood 
clots months or years after implanta¬ 
tion. Many of today's 孔 ents are coated 
with drugs to keep scar tissue from at¬ 
taching to the metal tubes. The scar¬ 
ring often causes the arteries to narrow 

How Abbot 化 Vanishing Stent Works 


O A Stent is inserted 
into a damaged artery 
to prevent blockage 
and chest pain. 



包 Over time the 
artery can retain the 
shape estabHshed by 
the stent. 


© Within two years 
the stent scaffold 
dissolves, unlike 
stents used today. 


again, requiring further treatment. Ar¬ 
teries, though，never fully heal with a 
drug-coated device inside, which can 
lead to blood clots and heart attacks. 

While there haven’t been any cases 
of dots in the 150 or so people who have 
received Abbott's new stent, it’s still not 
clear whether 出站 olviitg stents offer a 
lower risk of dots and if they will keep 
arteries clear for as long as existing de¬ 
vices do. "The concept that a stent could 
go away and your artery can reheal to a 
norinaJ state is a little bit fanciful," says 
Spencer B. King, president of the Heart 
and Vascular rnstinite of St Joseph's Hos¬ 
pital in AdaiUa, "But it seems to happen/" 

At least two smaller companies are 
working on similar devices. San Di¬ 
ego-based Reva Medical has devel¬ 
oped a stent that starts to dissolve after 
90 days. The company redesigned its 
prototype after some patients who 
received it in a 2007 study ended up 
needing new stents. Next year the com¬ 
pany aims to start trials and studies that 
could be used to gain approval for its 
stents in Europe，Another device, made 
by Berlin-based Btotronik, has been 
implanted in a patient in Germany, Bio- 
tronik says. Medical centers in the Neth¬ 
erlands^ Belgium, and Switzerland are 
participating in Bio 仔 onik’s research 
and will enroll additional patients, the 
company says. 

Larger rivals are also working on 
dissolvable stents, though most such 
efforts are aimed outside the heart. 
Since the dissolving stents tend to be 
bulkier than nietal ones (to provide the 
strength needed to prop open blood 
vessels), some researchers believe 
they’re more suitable for the larger 
arteries in the legs, where stress and 
pressure on the vessel can cause metal 
stents to fracture. Since removing the 
devices is difficult, an absorbable stent 
may be ideal, according to Johnson 
& Johnson and Medtronic. "The legs, 
where the arteries run dose to the sur¬ 
face of the skin, present anatomical 
dynamics that may warrant this kind 
ofbiomaterials innovation，" says Sean 
Salmon，general manager of Medtron¬ 
ic's coronary and peripheral division. 
"The clinical need to reduce pain and 
amputations remains largely unmet." 
— Michelle Fay Cortez 

The bottom iine Abbott’s dissolvable sieni appears 
to reduce the risk ofbfood clots, though questions 
about the iechnotogy remain. 
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Aviation 

Tiny Regional Jets Fly 
Toward the Scrap Heap 

► Born in an era of cheaper fuel, the 
50-seaters fail today's economics 

► 'These are fitters of aluminum 
kittens. Nobody wants them" 

Small regional jets, with their cramped 
aisles and small overhead space. Hew 
high for more than a decade. No more. 
The once-prized 弓 0-scat jets are being 
culled from U.S. fleets as higher ftiel and 
maintenance bills make them too expen¬ 
sive. The Comair unit of Delta Air Lines, 
a pioneer in the use of small jets in the 
1990s, said on Sept. 1 it will drop three- 
fourths of its Bombardier 50-seaters. 
That will leave it with only 44 by 2012 ； 
in 2008, it had 144. And in June% AMR’s 
American Airlines said it may divest its 
American Eagle unit and its 214 planes, 
mostly tiny jets made by Empress 
Brasileira de Aeron 自 utica. 

By 2015, US. carriers wiJ] have only 
about 200 jets with 50 or fewer seats, 
down from about 1,200 today, predicts 
Michael Boyd，president of consultant 
Boyd Group International. More than SO 
have already been scrapped in 2010, he 
says ： "These are litters of aluminum kit¬ 
tens. Nobody wants them," 

Regional jets fly twice as fast as tur¬ 
boprops and were affordable when 
oil was about $20 a barrel. The draw¬ 
back ： spreading costs over about a third 
as many scab as in a Boeing 737* With 
o" averaging $77.93 this year through 
Sept. 2, up 39 percent from 2009, air¬ 
lines now 枯 vor jets from Embraer and 
Bombardier that cany at least 70 people. 

Operating tiny jets "makes sense if 
you’re focused on share, hub preserva- 
tion, and other really outmoded con¬ 
cepts/' says Richard Aboulafia, an ana¬ 
lyst at Teal Group. "But if you're focused 
on profitability, then 50-seats begin 
to look awful/" Piper Jaffray^s Douglas 
Runte ‘says a recent auction of used 50- 
scat jets posted sales of less than $3 mil¬ 
lion each for planes appraised at up to 
three times as much. © 一 M 幻叩 . 切口 e 
Credeur and !\4ary Schlangemtein 
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The bottom tine Airlines embraced swat! regionaijets 
w 相口 Qit prices were 她 With cosWorfue!, demand 
for jets 化叶 h fewer f/ia/i 50 seats has tanked. 


Briefs 


Nokia 

The Finns* answer to the iPhone 


Nokia has a lot riding on its new touch- 
screen Na smartphone- The world's biggest 
mobile-phone maker is trying to claw back 
ground lost to Apple’s iPhone and devices 
based on Google's Android software. The 
Finnish company's shares are down 60 per¬ 
cent since Apple Introduced the i 戶 h 扫 oe in 
2007. Analysts at Morgan Stanley and Mer¬ 
rill Lynch say orders for the N8. out tater 
this month, are ahead of expectations. The 
phone features an anodized aluminum case 
surrounding a 3,5-inch screen and stream¬ 
ing television services. Nokia will showcase 
the N8 and the rest of its Symbian smart¬ 
phone •ineup at it 日 annual Nokia World event 
in London on Sept 14 and 15. 


Bank of New York Mellon 
Planning an 'eBay' for illiquid securities 

巨 NY Mellon, the biggest custo 油 an of other 
firms' assets, is planning what it says is Eu¬ 
rope's first online market to trade hard-to- 
value asset-backed securities, currently 
traded only at bank and brokerage desks. 
The so-called Structured Credit Connect 
market will allow banks, asset managers, 
hedge funds, and deaJers to buy and sell 
anonymously. According to John Spedding, 
a managing director at BNY Mellon, the 
system will be like an "e 目 ay of ilfiquid secu¬ 
rities/' where people know the number of 
bidders but not their Identities. Structured 
Credit Connect will Initially handle restden- 
tiaf mortgage-backed securities and then 
expand to other assets. 


PotashCorp of Saskatchewan 
BHP may soon have rival bidders 


PotashCorp CEO Bill Doyle says he doesn't 
believe BHP Biliiton's $40 billion hostile 
takeover bid last month will be the only offer 
for the company. Potash, 
the world's biggest 


m4 


fertilizer produc¬ 
er, rejected the bid 
from the Australian 
mining giant, set¬ 
ting off speculation 
over other possible 
bidders, including 
China's state-owned Sinachem Group. Ac¬ 
cording to a Reuters report, Sinochem ap¬ 
proached Singapore-based Temasek Hold¬ 
ings about joining a group that may bid ， 



Volkswagen 

The automaker beefs up its Audi line 

Audi is adding the A7 
Sportback—a $66,000 
ftve-door model—to 
its lineup 的 a bid to at¬ 
tract big spenders with 
big 怡 miles，The Volk¬ 
swagen-owned brand 
will introduce a dozer> 
models this year, in- 
dudingthe A7, an up¬ 
dated A6, and the A1, 
as it tries to push past 
BMW and D 过 mter's 
Mercedes-Benz in the luxury market. Audi 
forecasts record sales of more than 1.08 mil¬ 
lion cars and SUV^s this year. 



Roche 

Buying rights to experimental drugs 


$639 

MILLION 

Switzerland-based Roche may pay Bel¬ 
gian firm reMYND more than $639 million 
to help with the pre-dintcal development 
of experimental medicines to treat Parkin¬ 
son's and Alzheimer's disease* The com¬ 
panies will collaborate on establishing new 
therapies, according to Roche. 


Barclays Robert Diamond appointed GEO. 


HSBC Chairman Stephen Green leaving to become Britain’s trade minister. 
Infl Coffee Org* Director Nestor Osorio named Colombia's UN. ambassador 
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Executive Edge: 
D&O insurance that 
will be there for you* 

The risks faced by directors and officers 
have changed significantly in recent years ， 
That's why weVe created Executive Edge—an 
innovative new D&O insurance solution designed 
to address these evolving risks and safeguard 
your personal assets. So you can stay focused on 
doing your job. See why today’s business world demands 
Executive Edge at wwwxhartisiosurancexonn/edge 

CHARTIS 枉 

Your world, insured 

All products are written by insurance company subsidiaries or affiliates of Chartis Inc. Coverage may 
not be available in £]ll jur} 占 dictions and is subje 亡 ttoa 亡 tual policy language. For additional information, 
please visit our website at www. 亡 hartisinsuun 亡 e.com. 








SAS^ Business Analytics Software 

Data Management 1 Analytics I Reporting I Targeted Business and Industry Solutions 



What if you could see up to a 400% ROI by 
using business analytics to achieve your goals? 



You can. SAS gives you The Power to Know.® 

SAS Business Analytics software helps organizations across every industry 
discover innovative ways to increase profits, reduce risk, predict trends 
and turn information assets into true competitive advantage. 


►► www-5as.com/R01 

for a free special report 
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Politics&Policy _ 

The Firef ighters> 

First Responder on Pay 

► Union chief Schaitbergeris resisting cuts to pay arid benefits by city governments 

► "We are willing to hold our friends high and to go after our enemies" 

The Obama Adminis 灯 ation had a 一 - 

choice ： It could send Cabinet secretar¬ 



ies to the June 2009 US, Conference of 
Mayors meeting in Providence or skip 
the gathering to please the International 
Association of Fire Fighters. The mayors 
lost. The Administration bowed out 
a 托 er the firefighters union’s president, 
Harold Schaitberger, placed a call to 
Vice-President Joe Biden’s office to say 
the union planned to picket the event in 
support of Local 799’s six-year contract 
fight with the city, Schaitberger is "an 
eloquent, masterful advocate for the 
work that we do," says Paul Doughty, 
who heads the local The White House 
declined to comment. 

A former lobbyist, Schaitberger, 64, 
has become one of the most powerful 
labor leaders in Washington, and he will 
need all of his striiig-puHing prowess in 
the months ahead. Facing severe budget 
pressure and underfunded public pen¬ 
sion systems, local government officials 
are laying o 厅 firefighters, skirmishing 
with the 300,000-meTnber firefighters 
union over pay and benefits, and 
seeking to roll back compensation they 
say taxpayers can no longer alford. 
Schaitbeiger says that he understands 
dries' hardships. ''Our future is only 
going to be as good as our employers are 
hcahhy," he says, "I’m concerned about 
never wanting to kill the Golden Goose" 

The union 位 ces multiple challeng¬ 
es. More than one-fifth ofU.S. cities sur¬ 
veyed by the National League of Cities, a 
lobbying group, have reopened 
contra 池 to claw back compensa¬ 
tion from public employees, includ¬ 
ing firefighters. Miami city officials 
have approved across-the-board cuts 
of $76.9 million in salary and benefits ， 
and the lAFF and police union have filed 
three lawsuits to black the move. 則 669 
Miami firefighters, 115 received more 
than $150,000 in pay, overtime, and bo¬ 


nuses last year，according to city figures. 

Los Angeles, Philadelphia, and Mil¬ 
waukee have resor 担 d to shutting fire sta¬ 
tions temporarily or taking trucks out of 
service to cut costs. Philadelphia's dos¬ 
ings, which began last month, are in 比 nd- 
cd to save $3,8 miliion, mostly by cutting 
overtime. Firefighters’ pay played a key 
role in the 2008 municipal bankruptcy of 
Vallejo, Calif., a city of115,000 near San 
Francisco. Its fire and police contracts 
called for raises of more than 10 percent 
just as the housing crash hammered tax 
collections. The average firefighter’s pay 
and benefits were set to hit $193,000 a 
year before the town went bust . 

Such pay levels are creating a nation- 
a] backlash, says Lee Adler, a professor of 
labor law at Cornell University，who has 


Firefighterscanturnout 
thousands of volunteers for 
acandidate—oriesourceof 
their political muscle 


worked on behalf of unions* "You create 
a bit of jealousy from that" he says. 
Schaitberger says the big paychecks 
reflect overtime pay and that cities 
would rather pay more to existing em¬ 
ployees than hire new ones and assume 
higher benefit costs. 

Schaitberger became a firefighter in 
1966 and was ejected lAFF president 
in 2000. He has learned how to deploy 
his union’s political muscle when nec¬ 
essary. "The firefighters" endorsement 
is one of the most sought after — if not 
the most sought aftcr-on the labor 
front，" says Chris Lehane, a Democrat¬ 
ic political consultant who worked for 
former Presidential candidates A1 Gore 
and John Kerry. They provide candi¬ 
dates with thousands of volunteers, and 
they’re regarded as heroes after Sep¬ 
tember 11, Lehane says. 

The [AFF"s political action commit¬ 
tee led all public-sector unions with 
$2,7 million in contributions to federal 
candidates during the 2008 elec¬ 
tion cycle, according to the Center 
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for Responsive Politics. " We live and die 
by politics，" Schaitberger said. In 2007 
and 2008 the union spent $323,000 
against Republican Presidential can¬ 
didate Rudolph Giuliani, according to 
Federal Election Commission records. 
Schaitberger says the former New York 
mayor 托 the city’s fire department ill- 
prepared for September 11 and decided 
to reduce the recovery operations at 
Ground Zero too soon. "We arc willing 
to hold our friends high and to go after 
our enemies," he says. 

Schaitberger says his union hasn't 
ignored the fiscal crunch facing cities, 
pointing out that union members have 
accepted unpaid furloughs. At the same 
time, he is pushing for national legisla¬ 
tion requiring U.S. states and munici¬ 
palities to grant police, firefighters, and 
emergency medical personnel collective 
bargaining rights. 

Ellis Hankins，executive director of 
the North Carolina League of Municipal¬ 
ities, says such a law would increase the 
financial pressure on cities. "When it’s 
time to cut the budget, these long-term 
agreements just box in ek 订 ed officials," 
Hankins says. 

Schaitberger says Senate Majority 
Leader Harry Reid (D-Nev.) has assured 
him he，" try to pass the measure, which 
the Senate stripped from a supplemen¬ 
tal war-fiinding bill that the House 
approved in July. Regan Lachapellc% 
a spokeswoman for Rdd，declined to 
comment. Still, it’s a safe bet that Schail :， 
berger won’t be letting the subject drop 
anytime soon. ~ Wif"i 口饥 Selway and 
Holly Rosenkrantz 

The bottom fine Firefighter union chief Schaitberger 
is fighting to protect pay 月 od pensions from city 
budget 巴 Ws— 


Quoted 


"I’ve given it my all* I've 过 one my best." 

—— Chicago Mayor Richard M. Daley on why 
he decided not to seek a seventh term as 
mayor, clearing the way for _ 
a potential run by White * 朱 

House Chief of Staff * 

Rahm Emanuel r 





Infrastructure Spending 


More Cash Could 
Hit the Road 

> Obama aims to spend $50 billion 
on transportation infrastructure 

> The President's plan is a "show for 
the election," says a GOP lawmaker 

For companies that do the unglainor- 
ous work af pouring cement, crush¬ 
ing stones，and hauling earthy Pres¬ 
ident Barack Obama’s $50 billion 
proposal outlined on Sept. 6 to rebuild 
U.S. roads ， railways, anti runways 
is welcome relief amid unrelenting 
economic gloom. If approved by Con¬ 
gress (an uncertain proposition in an 
election year) Obama、plan would pick 
up the slack when most of the highway 
stimulus funds under the $814 billion 
American Recovery and Reinvestment 
Act IS expected to be spent next year ， 
says Mike Betts, an analyst with Lon- 
don-based Jefferies. 

The American Road & Transporta¬ 
tion Builders Assn., a lobbying group. 


pushed hard for the fresh spending 
and noted that "infrastructure invest:- 
ment creates jobs, improves our global 
competitiveness, and fuels economic 
growth" in a statement after the Presi¬ 
dent's announcement. It would also 
help boost the 2011 earnings results of 
companies ranging from Caterpillar, 
the world's biggest maker of construc¬ 
tion and mining equipment, to Vulcan 
Materials, the No. 1 U.S. gravel supplier, 
according to Betts. 

Obama wants Congress to approve 
spending to reb 山 ] d 150,000 miles 
of road, construct and maintain 4,000 
miles of railroad, and refurbish 150 
miles of runways. The plan would be an 
" 叩 -front investment" that would work 
in tandem with normal transportation 
spending bills passed by Congress. The 
House in July approved $45.2 billion 
of highway construction funds for the 
fiscal year that begins O 比 1， a 10 
percent increase from the current 
period. The Senate needs to approve 
its version of the bill. 

Senator Jim Inhofe, the ranking Re¬ 
publican on the Senate Environment 
& Public Works Committee, dis¬ 
missed Obama’s proposal as a 
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"show for the election/" While federal, 
state, and local highway spending will 
probably total almost $80 billion this 
year and has been propped 叩 by stim¬ 
ulus funds, overall U.S. construction 
spending has been declining since Octo¬ 
ber 2007, resulting in the lass of almost 
2 million jobs, according to Betts. 
(Transportation spending accounts for 
less than 5 percent of total construction 
spending in the U.S ‘） 

Without Obama's latest initiative, 
highway spending may fall as much 
as 5 percent next year，Betts says. If 
Congress goes along with Obama’s 
plan, companies such as engineering 
and construction company Fluor and 
Terex ， which makes mining trucks 
and hydraulic shovels, would probably 
benefit, according to Clint Currie, an 
industry analyst with Concept Capi¬ 
tal's Washington Research Group. That 
said, he only gives Obama's ambitious 
infrastructure spending program, 
given expected Republican opposition, 
a 50 percent chance of becoming a 
reality. —Thomas Black 

ThG bottom UnG President Ob 目 w 旦 ’s $50 biitfon 
infrastructure plan would b 白 a boost to construction 
and transportation companies if Congress signs off. 



Trade 

Obama’S Lighter Touch 
On Export Controls 

:. Defense companies applaud a 
proposed export-control revamp 

:• "These changes are the most 
important in at least 20 years" 

President Obama has taken plenty of 
heat from business lobbyists for his 
health-care and financial regulato¬ 
ry overhauls this year. However, his 
plan to ease export-control rules that 
executives have called too broad and 
burdensome is winning raves from 
defense and aerospace companies—and 
even the usually critical Heritage Foun¬ 
dation, a famously conservative Wash¬ 
ington think tank. 

Following a yearlong review by 
Defense Secretary Robert Gates, the 
White House on Aug. 31 unveiled Wiit 
prints fora new control system that 
governs the export of technologies 
like encryption software and airplane 
parts for both commercial and military 
use. The government has long main¬ 
tained a single U.S. Munitions List of 
restricted items for export abroad. 
Under Obama's plan, the list would 
be modified into a three-tiered system 
that would include items with critical 
military value available only in the U.S. 
and which would continue to require 
export licenses. Another group would 
involve products that can be bought in 


both America and abroad that could be 
sold overseas after government approv¬ 
al. A final category would involve items 
widely available worldwide that may 
not require export licenses. 

Obama also hopes to launch the 
Export Enforcement Coordination 
Center, an agency that, if approved by 
Congress, would aim to improve enforce¬ 
ment and coordination among the Com¬ 
merce Dept, and State Dept, the Penta¬ 
gon, and other agencies that currently 
handle the regulation of expart controls. 

"This initiative is good for national 
security, good for government reform ， 
and good for American competitive¬ 
ness/' says Michael Froman, Deputy 
National Security Adviser for Inter¬ 
national Economic Affairs. The White 
House says the plan would further 
Obama's goal of doubling U.S. exports 
in five years, to about $3.1 trillion. 
Aircra 斤 controls maker Honeywell 
International, so 肝 ware developer Mi¬ 
crosoft, defense contractor Northrop 
Grumman ， and airplane builder 
Boeing are among the companies that 
may benefit. "This action will improve 
the functioning of the government and 
protect sensitive and critical U,S. tech¬ 
nologies while enhancing industry’s 
ability to compete in global markets," 
Northrop Chief Executive Officer Wes 
Bush said in an e-mailed statement. 

Executives want the government to 
bring more consistency to its export- 
control regime. For instance, the brake 
pads on a MlAl tank under current rules 
are subject to restrictions even 
though they are almost identical to 
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pads for fire trucks that can be export- 
ed without a license. An Administra¬ 
tion analysis of the new approach shows 
the changes may reduce the number of 
items that require export licenses. Of 
the 12,000 in the tank and truck cat¬ 
egory on the US. Munitions List and the 
Commerce Control List, 74 percent will 
be on the less restrictive list or not be 
s 峭 ect to limits under the new export 
central regulations. 

Critics applaud the Administration's 
proposal. "It does stimulate exports，and 
it does have security benefits/，says the 
Heritage Foundation's James Carafano. 

-— Hans Nichols and Gopal Ratnam 

The bottom tine Obama's proposed rwawp of export 
controls ofduai-use technologies h 过 s broad support 
among defense and tochnotogy companies. 


Midterm Elections 

Why Ohio is Shaky 
Terrain for Democrats 


; Voters are angry over the state’s 
fiscal mess and the jobless rate 

户 "It's a mixture of old and new, rural 
and urban, industry and agriculture" 

A construction crew rebuilding side¬ 
walks along the main road into Wilm¬ 
ington, Ohio, one August afternoon 
choked traffic and kicked up dust in the 
late-sumiTier heat，Projects like this and 
other ventures funded by last year's 
$814 billion economic stimulus package 
generated about 21,000jobs in Ohio in 
the second quarter of 2010 alone. Dan 
Stewart isn't impressed* "From the time 
they put up the first barricades, down¬ 
town has been dead," says Stewart, 60, 
who runs a bookstore a block from the 
Clinton County courthouse, "The orange 
barricades said, 'Wilmington is dosed'，" 
The electorate is so grouchy and dis¬ 
illusioned in this southwest Ohio town 
of12,000 that even a federal project 
delivering jobs is cause for griping. It’s 
the kind of environment Democrats 
seeking to retain control of the U.S. 
Congress face pretty much across the 
state. The issues roiling the nation—un¬ 
employment ， the housing slump, slow 
growth, deficits-dominate here. The 
jobless rate in Ohio was 10.3 percent in 
July, compared with a national average 


of 9.6 percent. (Over tJic last decade, 
Ohio has lost about 400,000 factory 
jobs, 40 percent of the state's manufac¬ 
turing workforce) 

The $1 billion surplus the state gov¬ 
ernment ran in June 2005 turned into 
a 荣 L13 billion deficit Jast year, accord¬ 
ing to data compiled by BloonibLTg. 
More than a quarter of subprime mort¬ 
gage loans in Ohio were delinquent for 
90 days or more in the second quarter. 
No surprise ， then, that Obama and his 
advisers chose to visit Cleveland on 
Sept. 8 to urge Congress to permanently 
extend a research-and-devel 叩 me 加 tax 
credit for businesses. 

Ohio has so 讯 any close state and fed¬ 
eral races that any pattern here is likely 
to reflect broader, national trends in the 
contests fore 加 trol of Capital Hi]]. "It's a 
mixture of old and new, rural and urban, 
industry and agriculture/" says Stuart 
Rothenber 呂 , editor and publisher of the 
nonpartisan The RothmbergPolitical 
Report, which handicaps congressional 
and gubernatorial elections. 

As many as five congressional seats 
held by Democrats are up for grabs. 
Among them ， U.S. Representatives 
Steve Driehaus and Maiyjo 防】 roy, both 
first-term Democrats, must coax the stu- 
dents and black voters who propelled 
them into office back to the voting booth 
without Obama on the ticket. Democratic 
Governor Ted Strickland faces a tough 
redectiDii. Almost 400,000jobs have 
been erased since he took office in 200Z 


Republicans need to retain the 
seat held by retiring U.S. Senator 
George Voinovich if they want to boost 
their chances of winning control of 
that chamber from the Democrats. 
Their candidate, Rob Portman，the 
top international trade official under 
former President George W. Bush，is 
vying to succeed Voinovich in a state 
that continues to lose jobs to overseas 
rivals. "If Rob Portman wins Ohio 
as the trade representative for George 
Bush, it is, in fact, one of the seven 
signs that the world is coming to an 
end，" says Chris Redfern, chairman of 
the Ohio Democratic Party. 

Obama has visited Ohio 10 times 
since he became President, trying to 
keep supporters on board. In May he 
was in Youngstown talking about a 
federal transportation grant. In June 
he was back in Columbus to talk about 
the 10,000th road-building project 
financed by the bill And last month 
he sat around the kitchen table 
of a Coliinibus family listening to 
people express their concerns about 
the economy. The payoff: Obama’s 
approval rating has fallen 17 points, 
to 46 percent, over the last year ， 
according to the most recent Ohio 
Poll conducted by the University of 
Cincinnati. o 

—— Patrick O'Connor and Lisa Lever 

TAeAoffom Wne Democratic 巴抓曲 da 悔 s face a tough 
time in Ohio, 帖 me fo a swere housing slump, big 
deficits, 月 。 d high unemptoyment 



Obama's ratings have fallen 17 points in Ohio despite road-building projects and visits 
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Charlie Rose talks to 
Tony Blair 



The former British Prime 
Minister, whose memoir, 

A Journey, has drawn protests 
in Dublin and London, defends 
the invasion of Iraq 


what have you learned about the 
way the world works since you le 行 
office that you wish you had known 
when you were Prime Minister? 

The first is that power is shifting east- 
and 枯 St- This is not a cliche. It is a real¬ 
ity and it’s transforma rive. And it has 
huge implications for the West, The 
second is that I’ve got a clearer under¬ 
standing of [Islamic] extremism now 
and how what is effectively a global 
movement with an ideology operates. 

Exactly what have you learned about 
radical, violent fundameiitalists? 

That the problem is not simply the 
extremism. One of the mistakes is in 
thinking that if you deal with the ex- 
tremists, you deal with the problem. 

My view is that the problem is a par¬ 
ticular narrative about [slam that is 
shared by a far broader spectrum than 
we thinlc. That narrative is basically 
that Islam is under oppression from 
the West and that by the leadership of 
Muslim countries being in alliance with 


the West，they are somehow complic- 
]t in the betrayal of their religion. It’s 
a narrative 忱 at has to be challenged 
inside and outside. 

How far away is your tfiinking 
from [Samuel] Huntington 、 The 
Clash of Civilizations? 

1 don’t think there is a clash of civili¬ 
zations, but I think the issue he raised 
is essentially correct. I don’t: think the 
21st century will be a century of politi¬ 
cal ideology. I think it wil] be a century 
of religious or cultural ideology with the 
potential to divide and cause conflict. 

Doesn’t your book come down 
agreeing with Dick Cheney? 

I agree with his view that the world had 
to be remade as a result of September U, 
although I would do it [with] a 拉 r great¬ 
er combination of hard and soft power. 

What's interesting to me is that even 
though Saddam Hussein had nothing 
to do with 9/11, for you the invasion 
of Iraq was inevitable after 9/11. 

It is true that while Saddam wasn’t re¬ 
sponsible for [the 过 ttacksl … you can’t 
understand anything about the decision 
1 took after 9/11 without understanding 
that this was not Just [about] the 3,000 
people who died that day but the fact 
that if it could have been 30,000, they 
would have killed 30,000 or 300,000 ， 
What that means is you’re dealing with 
a completely differen t type of terrorist 
threat, and that immediately raised the 
issues to do with nuclear, chemical, and 
bioiogica! proliferation. And the place 
to start was Iraq... because Saddam was 
breaching the U,N. resolutions and used 
chemical weapons in the Iran war, used 
them against his own people; thousands 
died as a result of it- 

What would have kept you from 
supporting an invasion of Iraq? 

That's really simple-a genuine change 
of heart. … You could have drawn the 
conclusion tiiat because [Saddaml 
didn’t have an active program, he had 


no intent, when actually we know now 
that he kept the scientists together, 
kept the know-how^ kept the laborato¬ 
ries going, and his desire was to restart 
[production of weaparts of ma 站 de¬ 
struction! once he gat rid of the sanc¬ 
tions. And since oil prices in the next 
few years rose significantly, he would 
have had the money, the intent, and the 
know-how. [ ve never accepted this idea 
that had we simply left him there, he 
would have retired into comfortable old 
age and obscurity. 

Are you convinced that history will 
be on your side? 

You can never be convinced about these 
things, but yes, in the end. As 1 always 
say to people, there are two issues 
with Iraq. One is the whole question of 
WMD ： fWe] said there was an active pro¬ 
gram, and there wasn't. Therefore no 
casm belli, as it were. The second thing, 
though，that looms even bigger far 
people is the difficulties fafterl we then 
went into in Iraq. Saddam was removed 
in two months. By the middle of2003 
we were there with ftill U.N. authority, 
LLS- and U.K. troops. Had it been like 
Kosovo, for example, probably there 
wouldn’t be an issue today. 

If the war was successful and quick? 
And had then stopped. 

But doesn’t that say something 
about the leadership of you. 
President Bush, Donald Rumsfeld, 
Cheney, and others? You were not 
wise enough to appreciate the 
possibilities. 

Well, the interesting question is if you 
had foreseen that al-Qaeda would come 
in, that Iran would operate in the way it 
did, would yo。then have backed off? 

And? 

And the answer is no* © 


Watch Charlie Rose on 
Efw 怖 b 巧 TV weeknights 
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Just like friends who help each other to 
reach for the sky, Huawei can do the 
same for your business. That's because 
we pioneer innovations that are based on 
our customers' needs; which is why 45 
out of the world's top 50 telcos choose 
Huawei as a partner. Proof that with 
good collaboration, the sky is the limit. 
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With Friends Like This, 
Who Needs Facebook? 


► Social networks such as Dogster, PotSpace, and CafeMom draw users—arid advertisers 

► "We feel like we Ye a moon orbiting Facebook,"says GonSHn 苗 found 針 


Saltwater fly-fishing pro Tony Biski re¬ 
cently came home with a story so good 
he couldn’t wait to share it "It was 
a 12-foot great white shark viciously 
thrashing his tail and spraying ur as he 
ran off with the fish，" wrote Biski，a resi¬ 
dent of Chatham, Mass., in a post that 
grabbed the attention of dozens of other 
anglers on the Web, One commenter 
wanted to know if Biski had time to snap 
a photo. Another quipped ： "Justin time 
for the 35th anniversary of Jaws'" 

Biski didn’t bother posting his fish 
tale on Facebook, the 500 million-user 
site that’s the world's biggest social net¬ 
work. Instead, he shared his story on 
GoF 旧 Hn ， a community of a few thou¬ 
sand anglers. The site features maps 


that pinpoint where fish are biting，a 
photo gallery where members can show 
off their catches, and other quirks that 
distinguish it from a mass audience 
site. "We feci like we’re a moon orbit¬ 
ing Facebook/" says Ned Desmond, a 
former digital publishing executive at 
Time Inc who launched GoFISHn in De¬ 
cember 2009. Desmond plans to create 
GoHUNTn and up to eight other inter¬ 
est-specific networks in coming years. 

interest-specific networks 
are helping marketers in 
their endless quest for 
perfectly honed targets 


Facebook’s six-year rise from ex¬ 
clusive online hub for [vy Leaguers to 
global digital directory has inspired a 
countertrend: niche social sites. Name 
an affinity, hobby ， occupation, or 
demographic-mustachc-wearing men, 
hamster lovers, moms, research scien¬ 
tists, boomers-and there's likely to be 
a dedica 怔 d social network for it. While 
most niche networks are run by fledgling 
tech startups and arc, almost by defini¬ 
tion, small, they add up to a sizable por¬ 
tion of the social Web ； in July at least 
280 million people logged onto social 
sites other than Facebook and Twitter, 
according to audience tracker comScorc. 
Andrew Lipsman, comScorc direc¬ 
tor of industry analysis, estimates 
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the reaJ number could be as high as 
700 million, since many people use more 
than one soda) site- 

Apple dove into interest-specific 
social media this month with the launch 
of Ping, a service for connecting music 
fans and artists. Unlike Ping，which has 
a ready-made feeder community of tens 
of millions of iTunes customers {and 
which surpa 化 ed 1 millian users in just 
48 hours), most niche network opera¬ 
tors have to do more with less, building 
features into their sites to secure loyalty 
and interaction bom users. There’s a 
payoff: They can charge higher ad rates. 
"The only way fora network to survive 
in a small community is to have a very 
high revenue per user，" says Je 斤 Clavier, 
a Silicon Valley angel investor who has 
backed canine site Dogster and video¬ 
gamer community Curse. 

The exemplar of niche network suc¬ 
cess is my Yearbook, founded in 2005 


by siblings David and Catherine Cook. 
The site pulls in 25 million users，mostly 
teenagers，via dozens of games such as 
Blind Date, in which players attempt to 
match up compatible peers. "Our as¬ 
sumption is essentially everyone will 
have a Facebook account and use It to 
connect to friends and family/" says 
Geoff Cook，who joined his brother and 
sister soon after they founded the New 
Hope (Pa.) company, becoming chief 
executive officer, "Our users are here to 
meet new people." 

Viacom's MTV, Six Flags, and other 
advertisers provide the bulk of myYear- 
book’s revenue, which its CEO .says has 
grown to about $2 million per month, 
up from about $L2 million a year ago. 
One-third of sales now come fi'om 
Lunch Money, a virtual currency pur¬ 
chased with real cash. Taking a page 
from Facebcok’s playbook, the compa¬ 
ny plans to partner with up to a dozen 


game makers to expand the selection 
of activities on the site. Cook expects 
myYearbook to post its first annual 
profit in 2010. 

While myYearbook focuses on teens, 
Eons attracts empty nesters with new¬ 
found time on their hands. Created by 
Monster 怎 om founder Jeffrey C. Taylor 
in 2005, Eoils caters to the 50-plus 
crowd with discussion groups about re¬ 
tirement, spirituality, and the single life 
as a mature adult, 'Tacebook is really 
a place where you go, and it's all about 
who you know-ifs me-centric，" says 
Linda G. Natansohn, chief operating of¬ 
ficer at the Charlestown (Mass.) startup. 
"Eons is we-centric.” For example% some 
of the site's 825,000 members meet 
up for boat cruises to Cabo San Lucas, 
Mexico, and excursions to Cape Cod. The 
outings are called SECJTs, which stands 
for "spending your kids' inheritance 
tours.” "Eons was created and continues 


Like Facebook, Only for 

A dozen social networks, each with a different society tn mind 


Cafe Mom 

The network for mom 目 
hosiswer 20,000 
discussion groups 

rrom" 如姑 me 加 ng 
Mums" to "y 扣 n spank!" 
Cute-kid piaures are the 
favorite conve rsarion 
piece. Kmart, General 
Mills, and Johnson & 
Johnson a re sponsors- 

巧 
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deviant ART 

Social showcase for 
pain 化吟 pho 山評 aphers* 
cartoonist and oihcr 
visual ardsus. Users strive 
lo gei thejr art featured 
in o 山 ers’ 與 Heri 既 and 
receive critiques. An 
optional $4,95 monthly 
fee removes ads and 
uni 祉 ks tools Jbr ariLsis 
[o pmmoLf their work.* 



Dogster 


Eons 


GoFISIln 


Lost Zombies 


Canme-lovers set up 
pmliJes Jbr iheir tour- 
le 战 edr 加 ndso 打 

Dogster. which tounis 
700,000 (human) 
members- Add dogs 
to your "corral，" read 
doggy diaries, or just 
give a dog a bone. 

Laidy , 旦 debaLc 

IS raging ： 

Should dogs 
be allowed in 
bed with iheir 
masters? 


Boomers congregate at 
Eons, a sHe Jaunched 
byihe 防 under oJ job 
board MonsLer.com, 
Popular discussion 
topics are retirement 
and spirituality ； many ol' 
the 825,000 members 
meet for real-world 
灼 oj 尚 ons called SKITs ： 
"spendingyour kids’ 
inherimnee tours-" 



"Fishermen love to 
look a I other people's 
catch 辟 " Aa 化 how 
Ned Desmond sums 
up ihif idea behind 
GoFlSHn, a site he 
launched last year. 
The network's 4,000 
anglers love sharing 
rmpsihat pinpoint 
when? fish are biting. 


Facebook it's not ： 

权 Q 师 a 打排 cur Wlm 

makers (:川 liberate 
on B feature-Jength. 
mocib doc 叫 nemary 
about a zombie- 
induced apocalypse, 
int goes Hollywood, 
contributors get a piece 
til Lhe 山 X ofTice Lake. 



myTranspoiider 


myYearbook 


Patien 权。 keMe PotSpace 


Resea rchGATB 


An avialion site when? 
pilots fmd work, 
sLudents locale MighL 
insLTUctors, and trade- 
specific advertisers — 
such as aviation software 
makerForeFlight— 
home hum a hard’to ， 
reach audi 刘 i 妨 of over 
2 诉服 



Recipes tor poi 
brownies and space 
口 kesare traded daily 
on PoiSpace, which 
looks like MySpace — 
only greener. Over 
180,000 people 
share Ups for passing 
drug icsLs, growing 
pjanui, and obtaining 
medicinal marijuana ‘ 
Ads tout "legal herbs" 
available by mail. 



More Lhan 500,000 
sdeitlisis use 

帖泌 ar chCl 抑 E lo 

coordinate research in 
areas such as artificial 
Intel lienee and cancer 
biology. Biotech 
companies pay to post 


job listings, and "ih"r 
in 別 UuLions pay la form 
private communiti 阳日 n 


the site, t » 






加 "n 丘 a 化 er 奇 diooJ 
han 胖叫 fb 。 百 mill km 
teens 旦 nd young adults. 
Earn or pay cash for 
"Lunch Money" — 
currency used to 
wager on games such 
as the photo-driven 

pop 山且 ritycon 化引 
Baul 的 .MTV and Six 
Flags are among the 
advertisers- 


Some 舰 00 日 

padcntsstiffeti 円■写 
from dep 怕細加 > 
Parkinson's, and other 
conditions use the site 
lo log the progress 
of their treatments. 
Users sometimes 
rea " 知 they've been 
mis 出 agn 於货 i aJter 
r 明进 n 呂州 hers’ 
accounts. 


Yourspliere 


Kids 12 and under a 阳 o'l 

alknved 邮 f 互 celxjoli ‘ 


A s 且 Jer place for ihem 
is Yoursphere, where 
new users need parental 
consent to join. Games, 
virtual hovercraft rides, 
critter raising, and 
creative wriungcorUKts 


abound.* 
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to exist for the very targeted audience 
that we’re looking for/，says Tom Noland, 
a spokesman for Medicare coverage pro 
vidcT Humana, an advertiser on the site. 
According to researcher eMarketer, 
the cost of a banner ad averages 62a ： per 
thousand page views across the universe 
of so 加 1 networking sites- Advertisers 
on 700,000-user site Dogster sometimes 
pay upwards of $8, says Ted Rheingold, 
founder and CEO of the San Francisco 
company. A recent game for puppy 
lovers had users digitally hunting down 
and killing fleas—a promotion for Front¬ 
line's flea collars. “Their brand is pres¬ 
ent as part of the whole dog owner expe¬ 
rience, not just as a small ad to the righ t 
of the pager says Rheingold, alluding to 
Facebook’s ad fbr 吼 at. 

None of these sites is a threat to 
Facebook. Rather, most depend on the 
larger site to get users learning the ABCs 
of networking online ； the niche net¬ 
works are the advanced course. "Two 
years ago everybody was talking about 
Facebook sucking all the oxygen out of 
the room/' says Rick Lewis, principal at 
U-S, Venture Partners and a member 
of myYcarbook's board. "There is po¬ 
tential that didn’t exist two years ago/" 
Niche sites can help consumers get 
away from the noise of the mainstream 
while helping marketers in the endless 
quest for perfectly honed targets. "Need 
to find pilots who have experience in 
the Cessna 337 Skyniaster that happen 
to live in California?'' asks Rod Rakic, 
founder of aviation social network 
myTransponder. "We can do that-" 

— Doughs MacMillan 

The bottom fine fiac 白 bookS 这 scmdancyh 百 s opened 
the way for an assort" 谷 nf of more focused social 
networks. That 's good news for market&rs. 


Quoted 


"Craigslbt is not a pimp, but a public 
perch from which law enforcenient 
can watch without being seen-" 


— Microsoft researcher 
Danah Boyd on 
craigslists decision, 
under pressure from 
government officials, 
to sbutier its "adult 
services" section 



Hardware 

IBM'S Big Pushto Steal 
Sales From Its Rivals 



► Big Blue tries auto industry tactics 
to boost server sales 

► "They've eliminated the costs 
associated with upgrading" 

Interest-free payments and no money 
down until 201L It sounds like a 
car salesman's pitch ‘ Actually, \Vs 
IBM's latest effort 阳 poach corpo¬ 
rate customers from rivals Oracle and 
Hewlett-Packard. 

Starting this month, Oracle and HP 
customers that switch to IBM's latest 
package of servers, software, and 
storage，priced at upwards of $75,000, 
will get trade-in credit and can defer aJ] 
payments until next year, in 化 rest-free. 
Big Blue also will help finance the cost 
of taking out a cHent’s old equipment 
and 仕 ansferring the data over to its 
Power? system. 

IBM, which managed to steal 500 
customers away from competitors last 
year，hit that mark in just six months 
in 2010, says. 忙斤 Howard, the market¬ 
ing director for Power7. Now it"s hoping 
the sweetened financing will help keep 
the momentum going. "Some custom¬ 
ers have budget money in 2010, some 
don’t," says Dan RansdclK general 
manager of IBM global financing for 
North America, "h’s one thing we can 
take off the table. It should not be the 
inhibitor," The sales incentives won’t 
crimp IBM's bottom line because the 
company selJs the systems to its global 
finance division, which in turn leases 
them to customers. 

Big Blue is trying to capitalize on 
uncertainty surrounding Oracle's in¬ 
tegration of its $7.4 billion acquisition 
of server maker Sun Microsystems, for 
which IBM had also bid. Larry EUison ， 
Oracle's chief executive officer, has de¬ 


clared war on (BM in advertisements 
and in presentations to investors, 
saying he can challenge the company in 
the server market by packaging Oracle's 
software with Sun’s hardware. 

So far, Ellison is not getting many 
takers. Oracle’s server sales fell 11 per¬ 
cent last quarter, pushing down its 
share to S-4 percent for the period, 
from lO.S percent the year before, 
according to research firm Gartner. 
IBM’s Howard points out that 61 per¬ 
cent of the customers IBM won over 
from rivals in the first half of the year 
were from Oracle. Some clients have 
been wary about committing to Sun's 
servers because Ellison has been 
vague about his plans for the prod¬ 
uct line，says Gal Braunstei 打 ， CEO of 
Robert Frances Group, a technology 
analyst firm in Westport, Conn. Oracle 
spokeswoman Deborah Hellinger 
declined to comment. 

[BM, meanwhile, is playing catch¬ 
up with 邮 , whose share of server sales 
rose to 32 percent last quarter. 【 BM’s 
slipped to 27.7 percent, a nearly five- 
pcTccntage-point drop from the year 
before. That marked the second straight 
quarter IBM came in at No. 2, after 
having dominated the market for two 
years- The reason, accor 山 ng to Gart¬ 
ner, is that demand for lower-end serv¬ 
ers, where HP is stronger, is rebounding 
faster than the market for 旧 NTs higher- 
end servers. Big Blue also took a hit as 
easterners postponed upgrades, waiting 
until the company rolled out new main¬ 
frames and server systems at midyear, 
explains IBM spokesman Joe Barkan. 

IBM can expect sdffer competition 
from Oracle now that Ellison has ap- 
painted former HP CEO Mark Hurd 
as co-president. Hurd-who left HP in 
August after an investigation of a sexual 
harassment claim found inaccurate 
expense reports filed by him or in his 
name-h 过 s a 30-year-plus track record 
m the hardware industry. 

Nonetheless, Braunstein expects 
IBM to continue to make inroads, 
thanks to the attractive terms it’s offer¬ 
ing. "They’ve eliminated the costs asso¬ 
ciated with upgrading and made them¬ 
selves competitive," he says, "It will 
entice a number of people .，， 

— Katie Hoffmann 


T/?e bo"om iin& IBM has been hsing ground fo 
Hswtett-Packard In servers. A 百 vveeten 細如化 h could 
山巧 customers a way from rivals. 
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I Consumer Electronics 

A Mouse Maker Stakes 
Its Future on TV Sets 

j ► Logitech has teamed up with 
Google and Intel on Web TV 

► "People want to put you in a box." 
'You’re just a mouse maker’" 

I Gerald Quindlen, chief executive offi- 
I cer of Logitech International ， looked 
I around in early 2009 and saw that the 
I Swiss maker of keyboards and mice 
I faced a grim future. Sales of desktop PCs 
I were falling as smartphones, tablets, and 
I other mobile devices captured consum- 
I Grs' fancy- Most of those products don’t 
I require the computer peripherals that 
I make up 89 percent of Logitech’s sales. 

I After giving thought to turning the 
I company into a purveyor of digital ac- 
I cessories such as iPad cases，the Amer- 
I ican-born CEO decided to team up with 
I Intel and Google on a $300 book-size 
I black box called Revue, The gadget, 
set to debut in October, will be the first 
I product to use Google’s software for 
I flowing content o 斤 the Web onto a regu- 
I lar TV set. With Revue, Logitech aims to 
I succeed where others have stumbled in 
I delivering a device that can make k easy 



for even Luddites to master the com¬ 
plex tangle of home electronics, "People 
want to put you in a box and say, ‘You're 
just a mouse maker/" says Quindlen. 
【‘We want to prove we can be much 
more than &aL" 

Based on the Android operating 
system, Google’s Chrome Web brows¬ 
er, and [ntel chips. Revue will allow 
consumers to perform more than one 
function on a single screen. Users, for 
instance, wil] be able to watch a football 
game while Googling stats on a particu¬ 
lar player in a separate window. They 11 
also be able to download and run some 
Android apps on their big-screen sets. 

Google and [ntel chose Logitech 
because it makes a universal remote 


spokeswonian says 
the company is 
making progrei^s on 
this front, 

isn't a big success, 

Logrtech's 
Revye set-top 
box is set to hit 


software to others. 


5 mark 
mon 


Quindlen thinks 
Logitech could 
capture millions 
in revenue from li¬ 
censing its Harmo¬ 
ny reniote and Vid 


Sales of add-on cameras and keyboards 
to surf the Web also could help Log¬ 
itech hit Its goal of $5 billion in sales in 
a few years, up from $2.2 billion in iti 
fiscal 2009. 


control, caUed Harmony, that contains 
codes for hundreds of home electronics, 
including TiVo, Blu-ray disc players, and 
stereo receivers. From the comfb 订 of 
their couches, people also wil3 be able 
to launch video chats using software 
called Logitech Vid and an add-on high- 
definition webcam. 

After more than a decade, Micro¬ 
soft and Sony are still struggling to 
make it simple for consumers to set up 
and share movies, music, and pictures 
across devices, particularly tdevisioiL 、 
Sony and Microsoft have carved out a 
niche with their video-game consoles, 
but the majority of people don’t think of 
these machines as entertainment hubs. 
The first iteration of Apple TV, a box that 
downloads movies and TV shows, didn't 
get much traction. And while unve 姐 ng 
a version of the gizmo on Sept. 1, Apple 
CEO Stevejobs admitted that no one has 
quite figured out a new way of deliver¬ 
ing a satisfying consumer experience in 
the living room. One big issue that has 
bedeviled all these players is getting Hol¬ 
lywood studios and other production 
houses to share their content, so that 
consumers will be willing to spend fora 
separate set-top box. 

According ta Bloomberg data, 14 
of 22 analysts covering Logitech rec- 
o 讯饥 end investors hold or sell their 


Logitech is also hoping to capital¬ 
ize on the use of videocon 杞 rendng in 
the office through its purchase last year 
of Texas-based Li 忙 Size. Quindlen is not 
saying it's going 化 be easy. "We have a 
lot of competitors and there will be a 
lot more/' he says. "We have a lot more 
things to work on over the next few years 
to 與 t to that $5 biHion/' — CHffEdwards 

The bottom line Logitech is trying to we 肌 itself from 
户 Cs, 怕 f success In the Wab arena has eluded 
even deeper-pocketed toch companies. 


Outsourcing 

North Korea’s Knack for 
Games Pays Off 

► Software exports may help 
buttress a sagging economy 

► "Training them to do games can't 
bring any hamn" 

North Korean leader Kim Jong 11 has 
found an unlikely ally to help raise 
cash for his impoverished regime: The 
Dude, the pot;-smokmg underachiever 
played by Jeff Bridges in the 1998 movie 
The Big Lebowski. 

Programmers from North Korea's 


shares. While Logitech **certainly will 
benefit from a window of exclusivity as 
the first companion box offered，recent 
reports suggest Google is encounter¬ 
ing resistance from the studios with 
respect to maldng their content avail¬ 
able " says Tony Berkman，head of the 
consumer technology practice for New 
York-based Majestic Research. A Googie 


General Federation of Science and Tech¬ 
nology developed a mobile 中 hone bowl¬ 
ing game based on the film as well as 
another inspired by in Blade, say 
executives at Nosotek Joint Venture, 
a Pyongyang-based tech outijourcing 
outfit that teams up software develop¬ 
ers from the federation with clients in 
Europe and elsewhere* Published a 
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couple of years ago by a unit of News 
Corp ，， the games are still available for 
download on the Web. 

"These activities help to fund the 
regime/’ says Andrei Lankov, a North 
Korea expert at Seoul’s Kookmin Uni¬ 
versity. Contracting with North Korean 
companies is legal under U.N. sanc¬ 
tions unless they are linked to the 
arms trade. While there is no data on 
how much revenue North Korea gets 
from software exports, some software 
development companies operating 
in the Hermit Kingdom have "hu 打 - 
dreds or even thousands of sta 庁 each，" 
according to Volkcr Eloesser, a German 
native who is among Nosotek，s found¬ 
ers. Technological education at North 
Korean universities has "become sig- 
nificantly better," said 
Eloesser in an e-mail. 
James Lewis，a 
senior fellow at the 
Center for Strate¬ 
gic & International 
Studies, a Washing¬ 
ton policy group, 
believes IGm's 
regime maybe put¬ 
ting this knowhow 
to nefarious uses. 
South Korea’s in¬ 
telligence agency 
has said it traced 
2009 cyber attacks on dozens of web¬ 
sites in South Korea and the US. back 
to North Koreans postal ministry. Says 
Lewis ： "The coding skills people would 
acquire in outsourcing activities could 
easily strengthen cyberwar and cyber¬ 
espionage capabilities/" Eloesser dis¬ 
putes that assessment. "Who could 杠 aiit 
them, as neither me nor the Chinese 
engineers who are cooperating with the 
Koreans have those skills ourselves?" he 
said. "Training them to do games can't 
bring any harm " O 
— Matthew Campbell 口 nd Bamr Lhn 



Leader Kim is 
backing North 
Korea’s foray 
into software 
programming 


The bottom /jne North Korea's unfvBrsity grads are 
writing code. Whether the intent fs to amuse or cause 
trouble is in Question. 


Innovator 


Phil Denby 



A British scientist thinks he 
can make solar cells that could 
power entire buildings out of 
particles too small to be seen 
without an electron microscope 


Phil Denby almost talked himself out of his 
big idea for very small solar cells—so small 
they could be turned into a transparent 
spray that could be applied to windows 
the way tint is applied to car windshields 
and sunglasses. The 32-year-old Yorkshire- 
born Brit was doing postdoctoral research 
in Bergen, Norway, when he revisited a 
notion he’d been mulling for years - that 
metal nanoparticles, bits of matter thou¬ 
sands of times smaller than the width of a 
human hair, could be used to create a thin 
solar film. "!f it was a good idea, someone 
would have done it before me," Denby says 
of his thinking at the time. A colleague en¬ 
couraged Denby to pursue it anyway, and 
now his five-person. Bergen-based devel¬ 
opment shop, EnSoI, has a patent pen 边 ng 
for the spray. 

At 250 nanometers, EnSors solar film is 
800 times thinner than the silicon wafers 
that are used to make traditional solar 


cells，and dozens of times thinner than 
other solar films on the market. Using 
standard industrial coating techniques, 
EnSol's product coudd be applied to almost 
any surface, from windows to roof tiles— 
potentially turning whole buildings into 
solar panels. The cells could be manipu¬ 
lated to appear in any color. Denby won't 
say which metals EnSol uses, only that he 
says they are cheap and nantoxic. 

With an initial grant of about $75,000 
from the Research Council of Norway ， 
Denby recruited Chris Binns, a nanotech 
specialist at the University of Leicester in 
Britain, to help produce sample cells. So 
far the two have been able to make only a 
few square centimeters of film at a time. 
"We Ve got this s 山吊 we shine light on it, 
and it produces a current/' says Binns. 
The next step is to test the film's efficien¬ 
cy, the rate at which it captures sunlight. 
Commercial silicon cells average around 
15 percent efficiency; EnSol is aiming for 
20 percent and hopes to have a product 
ready for the market by 2016. 

Robert W. Birkniire, director of the 
Institute of Energy Conversion at the Uni¬ 
versity of Delaware, says that may be a 
challenge. "To actually make something 
that's marketable is a long road to hell，” 
he says. Denby, now in talks with ven¬ 
ture-capital firms, is making no guaran¬ 
tees. "It’s very early in the day to say any¬ 
thing definite，" he says. Denby wants to 
be sure investors arc willing to stick with 
hi 与 idea. "It co 山 d be huge，" he says. "Fm 
sort of a naive scientist and would like 
to see a better world for everybody—" © 
— fra Boudway 


Education PhD in nanoscience from University of Manchester in Britain 
Headquarters EnSol, a five-person research outfit in Bergen, Norway 
Idea Transparent solar-cell film applied through a a spray 
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ATouch of Class 
For the Pink Sheets 

^ Large, reputable foreign companies are taking up residence on a dodgy stretch of Wall Street 
► "If you believe every single part of U.S. securities law is necessary, there is going to be a danger’ 


The over-the-counter stock market- 
known as the Pink SheeLs-has long 
been Wall Street's scruffiest black, home 
to investment scams, stock in bankrupt 
companies, and shares that trade for 
pennies. Now some fancier names are 
moving in. Deutsche Telekom, French 
bank BNP Paribas, and pay-TV opera- 
t 加 British Sky Broadcasting Group 
are among the most recent additions, 
bringing the Pink Sheets' roster of well- 
established foreign companies to 108. 

By listing on the Pink Sheets rather 
than the New York Stock Exchange, for¬ 
eign companies get access to American 
investors at less cost and without having 
to follow most U.S. securities rules. 
While these companies may improve 
the reputation of the Pink Sheets, plenty 


of others merit caution. "The Pink 
Sheets traditionally have been more of a 
free-for-all,^ says Eric Pan, a professor at 
Benjamin N. Cardozo School of Law in 
New York. "You’re playing with the big 
boys, and you need to be savvy" 

Even the chief executive of Pink OTC 
Markets, operator of the IMnk Sheets, 

R. Cromwell CouLson, says most of the 
companies that have been listed an his 
Pink Sheets aren’t "investable,。Named 
for the pink paper once used to print 
stock prices, they include many stocks 
too financially distressed or secretive to 
meet major-exchange standards. Pink 
OTC Markets puts skull-and-crossbones 
warning symbols next to listings that arc 
the subject of spam e-mail promotions. 
More than a third of the companies still 


provide investors with no information 
on their operations, according to Pink 
OTC Markets. Those get a stop sign. 

The Pink Sheets have seen numer¬ 
ous ripofFs. I 打帖 luary, Phillip W. OffilJ 
Jr., a former Securities and Exchange 
Commission lawyer, was the last of 11 in¬ 
dividuals convicted in a scam that used 
false press releases and spam e-mails to 
promote a virtually worthless over-the- 
counter stock. In September 2009, a 
former broker, Eric T. Seiden, pleaded 
guilty to placing fraudulent orders for 
$1.8 million in penny stocks. 

Over-the-counter stocks can take 
investors on rollercoaster rides even 
absent improprieties. KeyOn Commu¬ 
nications Ho! 谢 rigs’ stock rose 
1,722 percent in 2009, based partly 
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on an analyst’s report trumpeting the 
rural Internet provider's prospects for 
federal stimulus dollars，and on what 
KeyOn CEO Jonathan Snyder character¬ 
ized as improvements in the basiness. 
The US. Agriculture Dept, rejected the 
stimulus applications in Marcli, and 
KeyOn's stock has fallen 69 percent this 
year. "The primary reason for these 
price swings is the lack of institutional 
research and liquidity in the over-the- 
counter market，" says Snyder. 

Coulson was 30 years old when he 
and fellow investors bought Pink OTC 
Markets in 1997. The Pink Sheets were 
"dark, inefficient，and very dangerous," 
he says. They improved trading technol¬ 
ogy, making price information electron¬ 
ic. In 2007 they sought to bolster the 
market’s reputation by creating a sepa¬ 
rate trading platform for larger, well-es¬ 
tablished companies, OTCQX. To quali¬ 
fy, companies need annual revenues of 
$2 miilicn and a market value of $5 mil¬ 
lion. Out of 9 牌 2 securities listed on the 
Pink Sheets, 129 make the grade. 

The decor of the company ’s head¬ 
quarters ， in New York's SoHo neigh¬ 
borhood, reflects the push for respect¬ 
ability. While pink once covered the 
walls，the color is now visible on some 
furniture and in thin stripes on gray 
carpet. If shareholders approve, Coul- 
son says，he plans to drop “pink" from 


the company name and make it OTC 
Markets Group. 

Roche ， the Swiss pharmaceutical 
company, wanted to increase its visibil¬ 
ity to U.S. investors but worried about 
associating with over-the-counter oifer- 
ings，says Thomas Kudsk Larsen, head 
of investor relations in North Ameri¬ 
ca. The OTCQX designation addressed 
those concerns, and the company start¬ 
ed trading there in 2007. "By segregat¬ 
ing out high-quality companies, we kind 
of get away from the reputation of the 
Pink Sheets/，Larsen says. 

It costs $15,000 a year to list on the 
OTCQX，while an inkia] listing on the 
NYSE [osts $125,000 to $250,000^ ac¬ 
cording to their websites. And OTCQX 
companies escape costly U.S. rules and 
reporting requirements, including those 
in the 2002 Sarbanes-Oxley law enacted 
in the wake of the Enron scandal, Judy 
Shaw，a NYSE spokeswoman, declined 
to comment. 

Deutsche Telekom made the switch 
from the NYSE in June. "We did that 
primarily as a way to reduce costs and 
reduce complexity of financial report¬ 
ing" says Nils Paellmann, vice-president 
for investor relations at the Bonn-based 
telecommunications company ， Europe's 
biggest by revenue. Deutsche TeJekoni 
previously had to sta 厅 a separate de¬ 
partment to comply with SEC rules ； it 




expects to save a "double-digit mlllion- 
euro figure per year，。PaelJmann says. 


OvLT-the-counter foreign stocks can 
use international, rather than LLS., ac¬ 
counting rules in calculating results re¬ 
ported to investors. They also can avoid 
U.S. rules that require senior execu- 
tives to take personal responsibility for 
the accuracy of iinancial reports each 
quarter. SEC spokesman John Heine de¬ 
clined to comment on the 杠 end of com¬ 
panies switching to the Pink Sheets. 

Disclosure is a concern anytime an in¬ 
vestor buys stocks in a foreign company 
not traded on a major U.S. exchange, 
says Cardozo’s Pan. "If you believe that 
every single part of U.S. securities law is 
necessary, there is going to be a danger if 
you lose some of those protections" 

Large companies that list on the Pink 
Sheets say they’re not weakening their 
disclosure. Paellmann says internationaJ 
and German rules are "quite strict；' in¬ 
cluding a 2009 German law that mimics 
many of the provisions of Sarbanes- 
Oxley. While CouLsoii says such factors 
make the OTCQX stocks generally safe 
for individual investors, he acknowJ- 
edges that if you're going to trade on the 
Pink Sheets, "you need to know what 
you're doing" — BenStevernum 

The bottom 打 ne Big foreign companies save money 
by fisUng on the Fink Sheets, hi/esfo 口 who want to 
trade there should know wb 月 f the rules are. 


Gowernmc 州 Bond Market 

More Debt Costs the Treasury Less 

Even as the amount of U.S. government debt in public hands 
has soared by 70 percent，to $8.18 trillion over the past 
two years, the cost of servicing that debt has come down ， 
thanks to ultralow interest rates. — Liz Capo McCormick and 
Susanne Walker 
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Bankrupt Projects Are 
Springing Back to Life 

，’ Bargain prices lure homebuilders 
to revive unfinished developments 

"The activity of construction 
equipment is music to their ears" 

Construction crews are returning to Cas¬ 
cades of Grovciand, a gated 55-and-old- 
er community west of Orlando, almost 
three years a 托 er its bankrupt developer 
left residents surrounded by empty Jots, 
partially built homes, and an unfinished 
clubhouse. 

Shea Homes, a builder based in 
Walnut, Calif., bought the remaining 
761 lots from Bank of America in June 
and reopened the project on Aug. 25 
with a new sales office, lower prices, 
and a new name: Trilogy, Home- 
owners, who had taken over the guard¬ 
house for mah-jongg, bingo, and poker 
games, are loolcing forward to the 
opening of the 38,000-square-foot rec¬ 
reational center with indoor and out:- 
dcor pools, tennis courts，and a card 
room. "For the people here, the activ¬ 
ity of construction equipment is music 
to their ears/' says Eric Sorkin, 61, pres¬ 


ident of the homeowners association at 
the development 35 miles northwest of 
Disney World. ''There's a future." 

Developments are being resuscitat¬ 
ed everywhere from California, Utah, 
and Las Vegas to the suburbs of Wash¬ 
ington, D,C., according to Brad Hunter, 
chief economist for Metrostudy, a 
Houston-based housing researcher. 
"This is a natural progression of the 
cycle," Hunter says. "Projects fail ； the 
price of the asset drops until it reaches 
a point where it’s profitable for some¬ 
one else to pick it up and re-market it." 

Faced with record low demand, 
builders are trying to boost mar¬ 
gins and revenue by pulJing unfin¬ 
ished projects out of mothballs. They 
are buying lots at less than half their 
original price from lenders eager to 
move distressed construction loans of 
their books. They're also benefiting 
from cheap land and falling construc¬ 
tion and labor costs as they try to lure 
buyers with prices that, in same neigh¬ 
borhoods, are little more than the cost 
of a foreclosed home. 

The 12 largest homebuilders by 
market value added 16,631 lots to their 
control over their two most recent 
quarters, according to data compiled 
by Bloomberg. "We're buying lots 
for less than the cost of the improve¬ 
ments/' says Joe Salisbury，a partner at 
Candlelight Homes, a homebuilder 
in South Jordan, Utah. "If someone of¬ 
fered me raw land for free next door, ■ 
wouldn't even want it because it would 
cost me more to build out the lots/" 

ticking up where another builder 
left off can be complicated by the pass¬ 
ing of years. Without attention, weeds 
grow，swimming pools turn green ， gov¬ 
ernment permits expire, and home- 
owners associations become insolvent, 
says Taylor B. Grant, founding prin¬ 
cipal of California Real Estate Receiv¬ 
erships, a consulting firm in Newport 
Beach, Calif. 

Yet homebuilders stilJ see advan¬ 
tages to picking up these properties. 

In the Phoenix m 加 "o area alone, work 
has restarted at about 48 communi¬ 
ties, according to Land Advisors Orga¬ 
nization in Scottsdale, Ariz. Mer 化 age ， 
which builds in Texas, Nevada, Arizona, 
California, and Florida, has bought 100 
projects with 日 ,400 finished lots since 
the first quarter of last year and has re¬ 
started work on about half of them. 


according to Brent Anderson, vice- 
president for investor relations at the 
Scottsdale based Company- 

Toll Brothers, the largest U.S. luxury 
homebuildcT, paid $23 million to Sun¬ 
Trust Bank in February for Hasentree, 
a foreciosed golf course community in 
Wake Forest, N.C., that was once ap¬ 
praised at $78 million, according to Tom 
Anhut, Toil Brothers' group president 
in the state. Haseiitrec was built around 
a Tom FaziD-designed 18-hole course. 

At the time of the sale, it had a com¬ 
pleted activity center, roads, 100 devel¬ 
oped home sites, 21S raw sites, 18 new 
homes seeking buycTS, and 40 occupied 
houses. Since Hasen 打枕 ’s sales office re¬ 
opened in July, buyers have put deposits 
on four new homes, with listing prices 
starting at $6 削， 9 賊 Anhut says. Hasen- 
tree's original homes sold for an average 
of $1.5 million. 

It’s possible that the revived proj¬ 
ects could contribute to a delay in the 
U.S. housing recovery by adding to the 
supply of available homes, says Metro- 
study's Hunter. At the same time, build¬ 
ers are being cautious about flood¬ 
ing the market by limiting the 
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number of houses they are construct¬ 
ing without having buyers lined up, he 
says. Whether the projects will over¬ 
burden the market will become clear in 
coming quarters, says Jill Lewis, home¬ 
builder specialist for Land Advisors, 
because many builders purchased lots 
around the same time, and will likely 
get ready to market them at about the 
same time. 

Residents of Trilogy, who have 
become close in the years since con¬ 
struction halted, are looking forward 
to having new neighbors, says Sorlcin, 
the homeowners association president. 
The clubhouse, which Shea plans to 
complete in phases over the next two 
years, will be central Florida's best, 
Sorkin predicts. "U wilJ attract many 
buyers，" he says. "And of course, it will 
be a wonderful retreat for people who 
live here/' —Prashant Gopal and 
John Gittelsohn 

The bottom !in 色 Bargain prices mske it cheaper for 
homebuifders to acquire unfinished 舶 ve/opm 州 fs 
and complete them than to build from scratch. 


Mutual Funds 

Managers Struggle As 
Stocks Move in Sync 



> It’s tough to stand out in a 
monochrome market 


• Strategists thought "stock selection 
would add value" this year. It hasn’t 

As manager of the Fidelity Contrafiind, 
William Dan off (above) has compiled 
one of the best long-term records in the 
mutual fund business, gaining an annual¬ 
ized 8.8 percent a year over the 15 years 


throi^h Sept. 3, better than 96 percent 
of his peer group, according to Morn- 
ingstar. One key to his success ： making 
sure his portfolio isn’t just a mirror of the 
overall US, market. Recently, for exam¬ 
ple, he had almost twice as much in tech 
and consumer discretionary stocks as 
the Standard & Poor's 500-stock index, 
and 19 percent of his assets in non-U.S. 
holdings. Yet this year, Contrafund, with 
$62 billion in assets, has tracked the 
benchmark index more closely than in 
any period in its four-decade history. 

Danoff, who declined to comment, is 
not alone. Six of the iO largest U.S. stock 
funds have reported correlations of 0.99 
this year, according to data compiled 
by Bloomberg, meaning their moves 
almost exactly matched the 挑 rP 500. {A 
correlation of 1 indicates identical move- 
menLs; 4 indicates opposite swings.) 
Fear of another crisis prompts investors 
to move in and out of markets without 
discriminating among securities, indus¬ 
tries, or geographies, says BlackRock 
Chief Equity Strategist Robert Doll. 
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Correlation between assets shot up 
during the 2008 credit crisis, when 
stocks, commodities, real estate, and 
riskier bonds simultaneously plunged 
in value. All those assets rose last year 
in the biggest stock market rally since 
the 1930s and a record rebound in 
credit markets. Correlation has per¬ 
sisted in 2010 because of concerns over 
the European debt crisis and weaker 
U.S. economic growth. The attitude 
of investors in 2008 was "get out and 
ask questions later, while 2009 was all 
about get in and ask questions later，" 
says Doll, who is responsible for about 
$500 billion in assets, "We were ex¬ 
pecting 2010 to be the year when stock 
selection would add value. That hasn’t 
been the case." 

The correlation of the S&P 日 00 with 
its member stocks was 0.81 in the 50 
tra 出 ng days through July 7 and has 
since remained dose to that level, ac¬ 
cording to data from Birinyi Associates, 
a Westport (Conn.) research and money 
management firm. That's almost twice 



the historical average of 0.45 over the 
past 30 years. 

Mohained El-Brian, the chief execu¬ 
tive officer of Pimeo in Newport Beach, 
Calif*, says investors have a "risk-on/risk- 
off" attitude that leads to som 加 mes 
"violent" swings, such as the sel]-o 斤 in 
markets worldwide on Aug. 11， after the 
Federal Reserve indicated that the eco¬ 
nomic recovery had lost momentum. 

"We were particularly struck by the size 
and correlated nature of the market 
moves/，says El 础肌 

The increase in correlation is malcing 
it difficult for actively managed funds 
to produce better returns than lower- 
cost index flm 化 ， which seek to Tnimic a 
benchmark. Says Todd Roscnbluth, an 
analyst with S&P in New York ： "You cant 
pick any mutual fund, even if it has previ¬ 
ously been a winner, and expect it to 0 山 - 
perform in this market" 

一 Sree Vidya Bhaktavatsalam 

The bottom tine With stocks moving in lockstep, 
I Vs even harder for managers to beat the markel 
strengthening the case for tow-cosf index funds. 
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Investment Banking 

Wall Street Faces 
A Grim Third Quarter 

， Less activity in the stock and bond 
markets may crimp profits 

"The recovery in trading is not 
going to be very dramatic" 

After two months bankers would like 
to forget. Wall Street may need a Sep¬ 
tember to remember to avoid the worst 
quarter for investment banking and 
trading revenue since the peak of the fi¬ 
nancial crisis. "Activity levels in the last 
three weeks of September should be a 
lot better than July and August, but it 
would have to almost be oft-the-charts 
good to save the third quarter" says Je 斤 
Hartc, a Chicago-based analyst at San¬ 
dler O’Ndl ] 及 Partners. 

Troubling economic data and 
uncertainty over European sover- 


MrrrruDY 


I'IN ACARBON - CONSTRAINED WO 民 LD, A LEVEUR 防 ULATORYl 
PLAYING 巧瓦 D. ， .IVIAX!M 怪巧 THE VALUE TO SOC 反 Y OF 
THE LARGE US. NATURAL GAS RESOURCE." 
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Natural gas is grabbing h 色 adlines across the country* For good reason. 

This summer, MIT sdemists conduded a two-year study, " 下 he Future of Natural Gas," that pr 尽油 cts a greater tqIs 
for naturaf gas in power generation and transportation as carbon cons 訂 ain 技 Read for yourseff what Thg New 

York Times and other leading publications are saying about MIT's new 巧 port，Visit cleansktes.org to learn more. 
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WHAT ARE WE WAITING FOR? put American natural gas to work for America now. 

















September t3 — September 怕 , 2010 
Bloomberg Businessweek 



fjtarkets Finance 


eign debt and the global recovery led 
investors to step back from the mar¬ 
kets, analysts say, cutting the volume of 
stock and bond trading. Equity inves¬ 
tors traded a daily average of 14.2 bil¬ 
lion shares on U,S. exchanges in the 
third quarter through Sept. 3, accord¬ 
ing to Bloomberg data. That's the worst 
start of any quarter since the first three 
months of200 江 Corporate bond trad- 
ingin July and August was down 8 per¬ 
cent from the same period in 2009, 
according to Trace, the bond-price re¬ 
porting system of the Financial Indus¬ 
try Regulatory Authority. 

The five largest Wall Street firms by 
investment banking and trading rev- 
eiiue-Goldman Sachs, JPMorgan 
Chase, Citigroup, Bank of Ameri¬ 
ca, and Morgan Stanley -may not get 
much of a boost from their advisory 


Quoted 


"A growing number of Chinese investors 
are also discovering the gold market. The 
Chinese demand wilt new increasingly b# 
fe 化 Oil the gk>bal marketSu" 

—Jochen Hitzfeld of 
Uni Credit, who raised 
his estimate for gold's 
average price next year 
io 別 ,400 an ounce. On 
Sept. 8, gold closed at 
$1,257 an ounce. a 


work. While the dollar value of complet¬ 
ed mergers and acquisitioas is up slight¬ 
ly for the first two months of the quar¬ 
ter from the same period last year，debt 
and equity underwriting totals have 
fallen. The five firms generated $671 bil¬ 
lion in the first half of the year from ad¬ 
visory, debt and equity underwriting ， 
and trading stocks and bonds. That was 
down 12 percent from a year earlier. 
They booked more than five times as 
much revenue from trading in the first 
half as from advisory and underwriting. 
Spokesmen for the five banks declined 
to comment about third-quarter trading 
or their investment banking businesses. 

A recent flurry of deals offers hope 
for future quarters. Companies an¬ 
nounced mergers and acquisitions to¬ 
taling $404-5 billion in July and August, 
more than double the $195.2 billion a 
year earlier, according to data com¬ 
piled by Bloombei^. Along with helping 
banks gencTate greater fees, more deals 
will spur increased stack and bond trad¬ 
ing, says Richard Bove，an analyst at 
Rochdale Securities in Lutz ， Fla. "If the 
M&A market picks up the way [ think 
it will, 化 ] will give a boost to get trad¬ 
ing going 过與 in，" Bove said in an Aug. 23 
Bloomberg Television interview. "This 
recovery in trading is not going to be 
very dramatic，and not going to be 
very quiclc. It’s going to be over a longer 
period of time/ ， 一 Michael J. Moore 

The bottom tine After a slow summer. Wall Street 
needs a burst of 。。邮听 n SepternbGr to 。剛 d a weak 
third quarter in investment banking and trading. 


Global Stacks 

Israel Gets an Upgrade ， 
And Investors Depart 

Returns suffer after a move to the 
"developed" category 

. The market "might be io no-marVs- 
land for a while" 

A move by MSCI, the creator of stock 
market indexes, to reclassify Israel as 
a developed market rather than an 
emerging one has led some big inves¬ 
tors to abandon the country. Harvard 
University and mutual fund compa- 
nies "T Rowe Price and Eaton Vance 
sold a combined $210 million in Israeli 
stocks from their emerging-markets in¬ 
vestments last quarter, according to 
Bloomberg estimates. 

Many money managers use indexes 
as the basis for allocating investments. 
Funds focusing on mature economies 
have been slow to buy Israel shares 
because the country accounts for just 
0.4 percent of MSCFs developed-mar¬ 
kets index, compared with about 3 per¬ 
cent of its emerging-markets measure, 
"Israeli stocks might be in no-man’s- 
land fora while/" says John Derrick, di¬ 
rector of research at U.S. Global Inves¬ 
tors in San Antonio. "It’s small enough 
in the developed market index to avoid 
altogether/" U.S. Glabars Global Emerg¬ 
ing Markets Fund sold 9,346 shares of 
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Israel Chemicals during the second 
quarter, according to data compiled by 
Bloomberg. 

The shift has hurt Israeli stocks. The 
Tel Aviv 25 Index climbed 2.8 percent 
from May 27, when Israel was added to 
the developed market measure, through 
Aug. 31， trailing the 7.3 percent increase 
m the MS 口 Emerging Markets Index 
and the 4.9 percent advance of the MSCl 
EAFE Index，which Ismdjoined. 

Derrick says the country may attract 
new funds after a transition period be¬ 
cause it has stronger economic growth 
than other developed markets. Citi¬ 
group estimated in March that $2.8 bil¬ 
lion from index tracking funds would 
pull out when Israel was recla ‘ 化 ified, 
and $3.6 billion would eventually enter. 
Teva Pharmaceuticals, with a market 
value of $48 billion, and Israel Chemi¬ 
cals, at $16.5 billion, are the two biggest 
stocks in the Tel Aviv 25 Index. 

In 2002, professors and students 
from Harvard and the neighboring 
Massachusetts Institute of Technology 
called on the universities to divest from 
Israel and from US. companies that 
sell arms to the country, to protest Isra¬ 
el's occupation of Palestinian territory. 
Harvard's sales in the second quarter 
reflect the change to the MSCl emerg¬ 
ing markets index and don’t represent 
a divestment from Israel, according 
to John Longbrake, a Harvard spokes¬ 
man. Harvard is continuing to invest 
in Israel through the outside managers 
who handle most of the endowment ， 
Longbrake said. 

The MSCl upgrade reflects dimin¬ 
ished concern by investors over geo¬ 
political risks when buying Israeli 
stocks, according to Frank Nielsen，an 
executive director at the New York- 
based firm. Israel had already satisfied 
developed market criteria related to 
economic sustainability, market size 
and liquidity, and market accessibility. 
Israel was MSCI’s first upgrade since 
Greece was moved up in 2001. The 
Athens Stock Exchange General Index 
la 媒 ed behind the Stoxx Europe 600 
Index by 8 percentage points in the 12 
months following the promotion on 
May 31 of that year. O 
— Sree Vidya Bhakt 幻 v 幻 tsalam, 
Christopher Condon, and GiHim Wee 

The bottom "打 e Betng upgraded fo a devefoped 
market has made fsr 过过互 tittle fish in a bigger pond 
Rapid growth may lure investors back 


0 Petroteo Braslieiro, Brazil's state-con- 
trolled oil producer, pJans to raise as much 
as 革 75 billion in the workl's largest share sale 
to date. The offering includes 审 42 云 billion in 
shares for the state in exchange for the right 
to develop oil reserves. 

0 Enterprise Products, the largest U.S. 
pipeline operator, wiH buy Enterprise GP for 
more than $8 切 "ion as part of a corporate 
reorganization of the interests of the late 
Dan Dune an ‘ Said to be Houston's richest 
man, Duncan died in March at 77* 

0 Vodafone is selling its entire $6.5 billion 
holding in China Mobile. Vodafone says the 
stake, amounting to 3.2 percent of Chin 曰 
Mobile, is not an essential asset. 

O Russia has agreed to increase coal ship¬ 
ments to China in return fora $6 billion ban. 
The loan will help Russia finance new coal 
production to feed China's growing demand. 

0 The National Bank of Greece plans to 
raise $3,6 billion to bolster capital. The 
bank's stock has declined 42 percent this 
year. Greek banks face soaring loan losses 
as the government imposes austerity mea¬ 
sures following the country's €110 billion 
bailout in May. 


O Goldcorp, Canada's second-biggest go*d 
producer, agreed to buy Andean Resources 
for $3,5 billion to gain control of an Argen¬ 
tine mine that may produce 285,000 ounces 
of gold a year starting in 2012. Andean says 
it will consider new bids. 

0 Minn 妨 Ota plans to %ll $900 million in 
long-term bonds on Sept. 8, The offering is the 
state's largest ever, as borrowing costs 巧 main 
at near-record lows and the state's budget 
deficit approaches $6 billion. 

O Kansas-based Mariner purchased a 
$760 million portfolio of real estate loans at 
a Federal Deposit Insurance Corp- sale of 
assets seized from failed banks ‘ The port¬ 
folio includes roughly 1,100 residential and 
commercial loans, 

© In his largest charitable gift ever, bil¬ 
lionaire fund manager George Soros will 
donate 审 100 million to Human Rights Watch 
over the next 10 years via his Open Society 
Foundations. 

® Costa Rica plans to spend up to $50 mil¬ 
lion a month in the foreign-exchange market 
in what analysts say is a bid to weaken its 
currency, the colon, which has climbed to a 
two-year high. 
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參 Talent 

Out of Work, 

Not Out of Oomph 

►The mental arid physical impact of long-term yoemployment maybe overstated 
► "The debate about chronic unemployment is rooted in a 20th century definition 

By some accounts, Robert Weiss should 
be damaged goods. Despite a degree in 
economics from Harvard, an MBA from 
Mrr, and a resume chronicling years of 
senior titles and six-figure incomes, the 
60-year-old New York City human re¬ 
sources executive was jobless for well 
over a year. According to academic 
studies from institutions such as Co¬ 
lumbia University and the Paris School 
of Economics, that places him in a talent 
pool facing higher mortality rates and 
eroded skills. Asa skilled older worker, 

Weiss might be expected to be particu¬ 
larly depressed-and recovering from 
that could hurt his productivity in any 
new job. The implication for employers: 

Be wary when hiring from the pool of 
6.2 million Americans out of work for 27 
weeks or longer. 

Yet Weiss is doing fine. He kept busy 
and motivated whHejob-himting by 
working the phones, scheduling break¬ 
fast meetings, and attending networking 
events. 恥 s several months into a new 
job he’s excited about, as vice-president 
of compe 化 iation and benefits at Kaplan, 
the test preparation and education com¬ 
pany, and he says he makes close to what 
he earned in his previous job. 

The accepted line on the long-term 
unemployed is that they suffer deep 
mental scars, Tom Rath, global practice 
leader at Gallup, dt 化 a study in The Eco¬ 
nomicJournal that found that those out of 
work at least a year took longer to recover 
than those who，d lost a spouse. "At best, 
it takes several years to get back to where 
you were," says Rath. The higher your 
skills, the more likely you are to suffer 
psychologically-especially if you live in 
an area where unemployment is low，says 
Andrew Oswald, a behavioral science 
professor at University of Warwick. 

What some academics and labor 
economists arc now starting to question 
is whether the results of widely accepted 
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studies should be applied to the current 
situation. They note that many studies of 
the emotional and physical fallout from 
sustained unemployment are rooted in 
an era long past. The nature of modem 
careers and the tools available to the job¬ 
less are vastly different even compared 
with just 10 years ago, and workers have 
far more resources and networks. 

Start with the assumption that the 
long-term jobless face a multitude of 
physical and mental ailmenti. Numerous 
studies have pointed to such collateral 
damage, from sociologist Mirra Komt 
rovsky's research cm the impact ofjob- 
lessness on families during the Depres¬ 
sion to much cited research on mortality 
rates among men who Jost jobs in Penn¬ 
sylvania in the 1970s and '80s. 

Daniel G* Sullivan, research director 
at the Federal Reserve Bank of Chic 过 - 
go and a co-author of the Pennsylvania 
study, cautions that **we were looking 
at 抑 extreme case [of] workers who 
lost jobs they'd had for long periods of 
time." Workers who have moved around 
in their careers may react differently to 
unemployment, he notes ， Moreover, 
adds CD-author and Columbia University 
economist Till von Wachter, higher death 
rates were tied to 帖 ng a job—not to how 
long a person was out of work. Says Von 
Wachter ： "It’s very hard Eo establish a 
clear link between the duration of unem¬ 
ployment juid mortality rates 尸 

Von Wachter is even more skeptical of 
job loss as a cause of long- 巧 nn depres¬ 
sion. "Just because there's a correlation 
doesn't niean there's causality，" he says. 
While stu 出 es of unemployed workers in 
Germany and the U.K. suggest psycho¬ 
logical damage that can be severe and 
lasting, other studies highlight resilien¬ 



cy. The University of Warwick's Oswald 
found that "once you find work again, 
there's a huge recovery in happiness. 
There's nothing wrong with these indi¬ 
viduals. Theyjust need worL 。 

It’s also not clear that a long time out 
of work erodes skills significantly. Heidi 
舶 erh 地 , an economist at the Economic 
Policy Institute, argues that "when you 
look at the US. labor market, it's hard 
to think of many jobs where the world 
would pass you by" after six months or 
more. Software engineers perhaps, but 
most Americans aren' t in highly techni¬ 
cal or fast-changing careers-and those 
who are often have access to courses, 
blogs, social networks, and other 阳 ok. 

The debate about chronic unemploy- 


Unsolici 怡 d Advice 


Bob McDonald, Chief Executive O 讯 oer, Procter & Gamble 

"In filling positions abroad, we’ve reduced the number of expatriates we hire 
dramatically. We simply don’t need as many of them, but we still use those 
positions to create future leaders. In China, 98 percent of our employees 
are Chinese. Also, as a global company, you have to adapt 
We became the first consumer products company to hte 
women in Saudi Arabia. A woman does not have a passport. 

They’re not allowed to drive. When our female employees 
travel, they have to have a guardian with them. We had to 
have a special office for them, and a conference room 
with glass between the men and wumen" 



me 打 t is rooted in a 20th century defini¬ 
tion of work, in which people have stable 
jobs, says Richard Price, a psychology 
professor at the University of Michigan's 
Institute for Social Research. As jobs 
become more fluid and temporary, work¬ 
ers can adapt with training. "Those past 
studjes are true of Uiose people at those 
times, but we’ve undergone huge soci¬ 
etal changes/" he says. As fewer people 
think of a full-time job with one employ¬ 
er Jis the norm, the impact of losing a job 
will change. What hasn' t kept 叩 ， Price 
says, is the policy response: "When you 
blame the victim and do nothing to help 
them find another income^ you create 
chronic unciiipJoyiiientJ' 

A look at the recent experience of 
Teresa Fritschi of Rochester, N.Y—, yields 
a sense of how the nature of the work is 
changing. While Fritschi, 49, spent the 
past few years looking fora job, she also 
built on 26 years of experience in mar¬ 
keting and communications by creating 
the retail website thistleandbroomxom. 
It doesn't pay the bills, she says, but 
"rve developed new skills/* She figures 
she'll mostly freelance from now on. 

There^s stiila stigma to long-term un¬ 
employment, Yet executives like Ellen 
Michel, who heads human resources for 
Torrance (Calif.) manufacturer Pelican 
Products, recognize "a lot of good people 
are out of work [because] manager posi¬ 
tions are few and far between/" Finance 
sector recruiter Paul Sorbera, president 
of Alliance Consulting, says many clients 
want "seasoned profe 細 onaLs with a 
Rolodex and client relationships." Being 
out of work fora year isn't a big deal if 
someone proves they’ve kept up rcla- 
tioRships, he says. 

Kaplan’s Weiss says he doesn’t fee! 

仔 aumadzed—just happy to be back in the 
game. His biggest worry is for his daugh¬ 
ters, ages 26 and 2 江 The older one is a 
stagehand-turned-school administrator 
who just lost her job ； the younger is a 
struggling screenwriter. 'This generation 
doesn’t seem as focused on career，" says 
Weiss. -They're more willing to put to¬ 
gether a number ofjobs to make a living-" 
[t"s all fine, he iiays，as long as they make 
ends meet. And yet，he says，"If they're 
not more gainfully employed m 12 to 18 
months, rd start to worry about their 
self-esteeiTL" —Dmie Brady 
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The Bottom tine The acceptod be 帖 f that long¬ 
term unempioyment causes tasting physical and 
psychotoglcal damage m 日 y be outdated. 
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Hutnan Resources 

New Priorities for Employers 


To get a global read on management practices, Boston Consulting Group and the World Federation 
of People Management Associations surveyed 5,561 HR professionals in 109 countries and did 153 
one-on-one interviews "Creating People Advantage 2010" is out Sept. 27 ‘ 一 Suzanne Woolley 



Where the Skill Gaps Are 

HR executives project high worker shortages in many professions by 2020 and 2030. 
Japan's aging workforce and immigration policy may leave it short across the board. 


I 2020 〉 2030〉 O No p 化姑 ittg talent gap • • Talent 油 ortage nigh talent shortage Very high talent shortage 
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between s 叫化的 coimtry and demand by industry, and [he CAGR difference beivv^en labor supply and demand on ihe coumry level. 


Reordering the Agenda 

Post-recessiotij the HR e 说 cutiv 巧如 rvey 站 ranked managing w 町 k/life balance as a low 
priority. More important now ： bflasting employee engagement, or morale. 

2008 Ranking 2010 Ran king 

Managing talent O '、、Improving leadership devd 叩 ment 
Improving leadership development ' Managing talent 

Managing work-life balance 0 © Enhancing employee engagement 

Managing change and cultural transformation 0>、\ — © Measuring workforce performance 

Enhancing employee engagement / ' 三二 --© Improving perform 过 nee management and rewards 

Improving performance management and rewards 、、 ® Mastering HR process»ei 

Measuring workfortie performance Managing change and cultural transformation 

Restructuring the oi ganization 0 - 卢 ’ Restructuring the organization 

Managing demographics Managing wo rk-1 耐 balance 

Mastering HR processes 必 Managing demographics 


What the Future HoSds 

HR professionals were asked about measures taken du ring the Actions performed in 2009 

recession and whether they will be continued, ■ Actions 防 be co 口 linued m the future 


Bonus paymems were 
cut back tir p 似中 oned 

44% 

33% ■ 

Overtime was no longur 

pddo 叫 

21% 

50% 

Base salaries were 
reduced 

19% 

28% H 


阳 us ion plans were 
reduced 

9% 

52% 

Employees lamed to 
take ihcir vacations 

35% 

1 

1 

1 

Part-time work 

1 且 rrangemems increased 

i 19% 

1 46%i^H 

Unpaid leaves were 
increased 

IS% 

29% WM 

Employees encouraged 
to go on sabbatical 

11% 

43% Hi 

Recruiting was cut back 

63% 

30% Hi 


Employees were laid off 

48% 

17 %誦 

More temporary 
employees hired 

24% 

47%mm 

1 

1 

Early retirement was 
increased 

21% 

33 ■ 


DATA: BOSTON CONSULTING GROUP, WORLD FEDERATION OF PEOPLE MANAGEMENT ASSOCIATIONS 
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At Verizon, we're changing the way 
the world lives, works and plays, and 
that's just one of the many reasons 
it's such a great place to start a career. 
When you join Verizon, you join a 
team of talented, dynamic, and 
ambitious achievers whose positive energy drives who we 
are, what we do, and the company we create. Are you ready 
for an unprecedented opportunity? We offer careers for 
everything you are. 


Careers For Everything You Are 

www.verizon.com/jobs 


alchemist 

心 k 瓜 j Kkrv 玄打 /t 7^ £ 先 /^ 户!它 

At Verizon, I've been given the chance to use my analytical 
skills to change the way we think about Human Resources. 

[With statistics, I can identify the talents in others and 
guide them toward the perfect career - it's so rewarding!] 


Verizon is an equal opportunity employer, m/f/d/v. 
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Bill George _ 

Executive Pay ： Rebuilding 
Trust in an Era of Rage 



Finance reform will bring 
unintended consequences. 
Before the new regs arrive ， 
boards need to bulletproof 
their compensation policies 


With 26 rnil!i 加 people unable to find full- 
time jobs, Americans are outraged by dis¬ 
parities in pay between executives and 
average workers as real incomes contin¬ 
ue to decline* Multimillion-dollar bonus¬ 
es at American International Group and 
Merrill Lynch certainly didn’t help. Two 
consecutive years of declining CEO pay, 
on the other hand ， haven’t either. 

As a result, politicians are lining up to 
give shareholders greater control over ex¬ 
ecutive pay. On the surface these changes 
sound like shareholder democracy, which 
would be a good thing. But rather than 
solving problems with executive com- 
peasation, they may result in myriad un¬ 
intended consequences. 

Case in point: The Dodd-Frank Wall 
Street Reform and Consumer Protection 
Act grants shareholders advisory votes 
on compensation，allows activist share¬ 
holders with only 3 percent ownership to 
nominate board members, and prohibits 
voting by retai] brokers representing small 
shareholders. These changes are likely to 
empower short-term money movers such 


as iiedge funds at the expense of long¬ 
term owners - and pressure managemcnl: 
to focus on the short term, which is the 
exact opposite of whafs needed. 

In another example of good intentioas 
not adequately thought through, The New 
York Times called on the Securities and Ex¬ 
change Commission to publish ratios of 
CEO pay to "typical employe 巧 i," ignoring 
variations between industries. What about 
businesses focused on low-wage eme 喃 ng 
markets? What about differences between 
high-wage software developers and low- 
wage service companies? 

Imposed formulas for executive com¬ 
pensation simply won't work at many 
companies. And we，ve seen how power¬ 
ful the temptation can be for executives to 
manipiilate short-tenn res 山 ts 阳 increase 
their compensation. 

The regulations that will spring from 
Dodd-Frank are still being written. In the 
meantime, rather than just responding to 
pressures, boards and CEOs have a shot 
at restoring the confidence of the public 
by crafting responsible compensation pol¬ 
icies unique to their needs. Doing this now 
will give US. companies an edge in fend¬ 
ing o 汗 investonj who are in it for the quick 
kill. It will also raise their odds of holding 
onto the cop talent whose pay is the target 
of all this debate and ire* 

Here are six policies that should be rig¬ 
orously followed, including in bad times 
when boards arc more prone to bend the 
rules for those in their top ranks ： 

1 . ProvidefuH tmmparencyfor compm- 
sation policies and actual practices. Princi¬ 
ples and pay policies should be consistent 
over time, Novartis has been the forerun¬ 
ner in Europe by making its compensation 
practices fully transparent. 

2. Create poliem tfun reward long-term 
performimee with km 县 -term 口幻 y. ExxonMo- 
b。withholds more than two-thirds of its 
officers’ compensation until they retire or 
for 10 years, whichever k greater. This fb- 
oj 沈 s executives on long-term results and 
provides for sound succession* 


3, Reward executives for their perfor¬ 
mance^ not the companys stock price. Target, 
for example, compensates its executives 
based on samtstore sales performance 
relative to its peers, 

4 , Lengthen the time horiz 饼 、 for bonuses* 
Companies should withhold significant 
amounts of compensadon using restrict¬ 
ed stock, with forfeiture for accounting 
adjustments and leaving the company. In 
2009 the top 30 officers of Goldman Sachin 
received no cash，getting bonuses in re¬ 
stricted stock with three- 怕 -five-year vest¬ 
ing periods instead 

5, Avoid formulaic approaches. Com¬ 
pensation tied only to short-term metrics 
leads to long-term problems. Companies 
should include qualitative" performance 
measures like strategy implementation, 
research milestones, and leadership de¬ 
velopment. To make its shift to 'leading 
by values" relevant, IBM includes bonus 
opportunities for furthering its values, es¬ 
pecially In global collaboration. 

6* Boost equity between workers 。口 d ex¬ 
ecutives- People with greater responsibili¬ 
ties should receive greater compensation, 
but one way to signal that everyone mat:- 
ters is to drop special plans, benefits, and 
perks for executives. Medtronic gives em¬ 
ployees d "nicam to share in the compa- 
ny S success^ by enabling them to become 
shareholders through company-funded 
employee stock ownersh 中 plans- 

To rebuild trust and negate the impact 
of restrictive regulations, corporate 
boards must develop compensation sys¬ 
tems that reward all employees fairly and 
are applied consistently. This will focus 
leaders on long-term value creation and 
give boards a solid footing from which to 
defend their policies. It might even t;n- 
lighten policymakers as they figure out 
how to put Dodd-Frank into practice. 

Bill George, professor of m 幻 n 。 島 ement prac¬ 
tice ut Harvard Business School is aformer 
chairman and CEO of Medtronic and is on 
the boards of Exxon and Gotdmcin Sachs. 


MJ.J. 己 w 圧 a AJntaQ 再 
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Wth the demands of work as complex as the lives of 
employees, a flexible workplace is the next business 
imperative. HR professionals are helping business 
redefine where, when, and how people do their best 
work. From innovative environments that focus on 
results rather than hours worked, to flexible schedules 
that encourage greater autonomy, HR is helping 
employers and employees achieve greater success, 
producl:ivity, and balance. See how HR helps 
organizations and their people adapt to 
what's next at weknownext.com. 
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TERRY GPU NEVER STOPS 
THINKING OF WAYS TO SHAVE 
ANOTHER NICKEL OFF THE COST 
OF YOUR iPHONE. HIS COMPANY IS 
CALLED FOXCONN ， AND IT 
EMPLOYS ^920,000 CHINESE 
WORKERS TO FEED THE WORLD，S 
HUNGER FOR HIGH-TECH GADGETS 
AND TOYS. HE IS A CHARMING 
SALESMAN, A RUTHLESS 
TASKMASTER, AND A~~DARING 
STRATEGIST. HE MIGHT BE 
REGARDED AS HENRY FORD 
REINCARNATED, IF ONLY A DOZEN 
OF HIS WORKERS HADN'T KILLED 
THEMSELVES EARLIER THIS YEAR. 
AN EXCLUSIVE LOOK INSIDE A 
POSTMODERN INDUSTRIALEMPIRE 


By Frederik Balfour and Tim Cuipan 


Photographs by Tony Law 
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a crushingly hot mid-August day 
at Foxconn's Longhua factory campus 
in Shenzhen-where a dutiful army of 
300,000 employees eats, sleeps, and 
churns out iPhones, Sony PlayStations, 
and Dell computers - workers indulged 
in a rare moment of celebration. First, 
there was a parade, an Alice m Won¬ 
derland spectacle of floats, blaring vu¬ 
vuzelas, and workers dressed up as Vic- 
torian ladies, geishas, cheerleaders, and 
Spider-Men. This was followed by a two- 
hour rally inside a vast sports stadium 
featuring acrobats，musical performanc¬ 
es, fireworks, and life-affirming testimo¬ 
nials punctuated by chants of ** treasure 
your 服 " and "care for each other to 
build a wonderful future/" 

It was hardly a spontaneous outpour¬ 
ing. Rather, It was a joint production of 
employee unions and management at 
Hon Hai Precision Industry, the flagship 
of Foxconii Technology Group，as part of 
an effort to mend the collective psyche of 
a Chinese workforce that numbers more 
than 920,000 across more than 20 main¬ 
land factories. The need to do so became 
apparent after 11 Foxconn employees 
committed suicide earlier this year ， 
most of them by leaping from company- 
owned high-rise dormitories. The public- 
ity-averse Taipei-based company and its 
59-year-old founder and chairman, Terry 
Gou, were thrown into the spotlight, sub¬ 
jected to unfamiliar scrutiny by custom¬ 
ers, labor activists, reporters, academics, 
and the Chinese government. 

The suicides introduced Foxconn to 
much of the world in the worst tenris 
imaginable-as an mdastrial monster that 
treats its workers like machines, leverag¬ 
ing masses of cheap labor，mainly 18-to- 
25-year-olds from rural areas, to make 
products like the iPhone at seemingly im¬ 
possible prices. For Western consumers, 
the lost lives were an invitation to consider 
the real cost of their electronic playthiii 睽 . 
For the image-conscioiLs companies with 


which Foxconn does business，including 
IBM, Cisco, Microsoft, Nokia, Sony, Hewl¬ 
ett-Packard, and Apple, the suicides were 
a public-rdations nightmare and a chal¬ 
lenge to offshoring strategies essential to 
their bottom lines. 

Foxconn made matters worse with a 
slow and initially clumsy response. In an 
exclusive interview with Bloomberg Busi- 
nes^eek ，Gou conceded that he didn’t 
immediately grasp the significance of 
the suicides. should be honest with 
you,” he says ‘ "The first one, second 
one，and third one, 1 did not see this 
as a serious problem. We had around 
800,000 employees, and here fin Lcm- 
ghual we are about 2.1 square kilometers. 
At the moment ， I'm feeling guilty. But at 
that moment, I didn't think I should be 
taking full responsibility." After the fifth 
suicide% in March, Goii says，"I decided to 
do something different" 

It actually wasn’t until late May，after 
the ninth Foxconn employee had leaped 
to his death, that Foxconn went into full 
crisis management mode, stringing more 
than 3 million square meters of yellow- 
mesh netting around its buildings to catch 
jumpers and setting up a 24-hour coun¬ 
seling center staffed by 100 trained work¬ 
ers. Management increased wages for fac¬ 
tory workers in Shenzhen by 30 percent, 
to 1,200 renminbi ($176) per month, and 
promised a second raise in October, Fi¬ 
nally, Gou’s company hired the New York 
firm Burson-Marsteller to help devise a 
forma] public-relations strategy, its first 
in more than 35 y 巳 ars of existence. 

Part of Burson-Marsteller's plan was 
granting Bloomberg Businessweek's re¬ 
quest for unprecedented access to Fox- 
conn，s factory floors, worker dorms, 
sui 加 e-he]p-line operators, and Gou 
himself, who in the course of a three- 
hour interview rifFed on everything from 


Jobs ("I forced him to give me his busi¬ 
ness card")- Gou also mocked New York 
bankers who "see the Hudson River and 
say, Tm a king of the world/ " 

The interview took place at Longhua, 
the entrance to which looks like a border 
crossing, with seven toll-booth-Iike lanes 
and uniformed guards. Although drab 
and utilitarian，the campus is a fully func¬ 
tioning city, with fast-food joints, ATM *、 
Olympic-size swimming pools，huge 
LED screens that flash public-service an¬ 
nouncements and cartoons, and a book- 
store that sells, among other things, the 
Chinese-language translation of the Har¬ 
vard Bimness ReviewL Prominent on dis¬ 
play are biographies of Gou，one of which 
collects his many aphorisms, induding 
"work itself is a type of joy ， 巧 （'a harsh 
environment is a good thing," ''hungry 
people have especially clear minds；' and 
i‘an army of one thousand is easy to get, 
one general is tough to find：' 

Foxconn is now the biggest exporter 
out of China, and its general is the rich¬ 
est man in Taiwan , estimated by 怖恤巧 to 
have a personal fortune of $5-9 billion. He 
says he cannot confirm that figure, howev¬ 
er, as he does not keep track. '1 have one 
guy in charge," Gou says in heavily accent¬ 
ed English that he picked up while tour¬ 
ing the U.S. in the 1980s. "Every year he 
gives me a piece of paper and says ， *Hey ， 
this is how much.' I think for me, I am not 
interested in knowing how much [ have J 
don't care- [ am working not for money at 
this moment, J am working for society, I 
am working for my employees ‘" 

colossus that Gou (pronounced 
"Gwo") runs today started with a $7,500 
loan from his mother. His first world 
headquarters was a shed he rented m 
1974 in a gritty Taipei suburb called 
Tucheng, which means Dirt City in Man¬ 
darin. Gou, then 23, had done three years 
of vocational training and served in the 
military. He then worked for two years as 
a shipping clerk，where he got a firsthand 
view of Taiwan's booming export econ¬ 
omy and figured he ought to stop push- 
ing paper and get into the game. With 
the cash from his mother, he bought a 
couple of plastic molding machines and 
started making channel-changing knobs 
for black-and-white televisions. His first 
customer was Chicago-based Admiral 
TV, and he soon got deals to supply 
RCA, Zenith, and Philips. 


Warren Buffett ("He’s too o!d") to the use¬ 
lessness of business degrees ("You can't 
read a book to learn to swim") to Steve 


"WARREN 

BUFFETT IS 

TOO 

FAMOUS," 

GOU 

SAYS. 

"YES HE IS 

GREAT, YES HE 

MADE 

GOOD 

INVESTMENTS, 

BUT 


1^_IS TOO OLD. 

HE DOESN’T UNDERSTAND ABOUT 
CHINESE PRIVATE COMPANIES." 
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Imagining his fixture succe 游 ， he prac¬ 
ticed signing his name in English over and 
over until he had perfected it. He remains 
proud of it today, walking over to a white¬ 
board during the interview and signing 
with a schoolboy flourish. Jt looked like 
the perfect cursive script from the cred¬ 
its of I Love Lucy. 

Gou’s first break came in 1980 when 
he started supplying Atari of Japan with 
connectors that linked the joystick cable 
to its 2600 video-game console. At the 
height of the Atari craze% Hon Hai was 
producing connectors for the 15,000 
yideo-game consoles that Atari s Taiwan¬ 
ese plant made daily. Gou wasn't con¬ 
tent to be a mere supplier of dumb parts. 
Hc! applied for patents on the technolo¬ 
gy his company developed* and he kept 
pressing into new areas such as cable 
manufacturing. 

In the early ，如 s, Gou made his first 
big push into the U-S-, visiting 32 states 
over the course of an 11-month tour. He 
dropped in on companies unannounced, 
like a door-to-door salesman，arriving 
in a "big and safe" Lincoln Town Car 
he rented in every city. Once，to keep 
costs low, Gou slept in the backseat. Jn 
RaJeigh, N.C*, he booked himself into a 
motel close to an IBM 拉 dlity. After three 
days of hanging around, he got an ap¬ 
pointment and came away with a firm 
order for connectors. "He is really one 
of the top sales guys in the world," says 
Max Fang, the former head of procure¬ 
ment for Dell in Asia who did business 
with Gou and was his regular golf part¬ 
ner. "He is very aggressive and always 
on your tail/' 

As the Taiwanese labor market tight¬ 
ened throughout the 巧 Os and wages 
rose* manufacturers started moving to 
Malaysia, the Philippines，and Thailand 
Although China w 化 nearby and offered a 
virtually limitless supply of cheap labor, 
few companies dared to go there; the 
primitive i 打 frastructure and inscruta¬ 
ble Communist government scared them 
off. Gou was undeterred, settingup shop 
in a dusty suburb of Shenzhen across the 
border from Hong Kong，where 拉 ctories 
producing cheap garments, shoes, and 
children's toys were springing up. The 
political situation was tricky. Bdjing still 
regards Taiwan as a ane of its provinces 
that should be integrated back into the 
motherland, by force if necessary. 

In 1991, Gou listed Hon Hai Precision 
on the Taiwan Stock Exchange to fund ex¬ 
pansion, mostly into China. By 1996, he 
says, it was clear to him that China w 饥 i!d 


become a manufacturing juggernaut, and 
he started investing heavily in his facili¬ 
ties at Longhua, 

G 化 I’s role in revolutionizing manufac¬ 
turing at the turn of a new century has an 
obvious precedent. Henry Ford also un¬ 
derstood the importance of vertical in¬ 
tegration, of producing his own materi¬ 
als, and tweaking his assembly lines for 
maximum efficiency. Ford dreamed of a 
corporate empire so large that it would 
require the population of an entire Amer¬ 
ican state to fuel it. Where Ford had Mich¬ 
igan, Gou had Shenzhen. 


sustain an efficient Chinese work- 
force，Gou quickly discovered that he 
had to provide housing, food, and health 
care, additional costs that kept most of 
his competitors out of the country. He 
had to do everything himself. Michael 
Marks, then chief executive officer of 
contract-manufacturing giant Flextron¬ 
ics, saw Foxconn’s Shenzhen operations 
taking shape in the late 1990s. "They were 
making wire out of ingots of copper/" 掛 ys 
Marks ‘ "They had chicken farms to lay 
the eggs for the cafeteria，One building 
had 2,000 toolmakers. We had none at 
the time. But we did after that” 

In 3996, Gou offered to build the 
chassis for Compaq’s desktop comput¬ 
ers at a fraction of what it would cost 
Compaq to do the job it 化化 (Compaq 
is now part of HP.) "He had this vision 
and the guts 阳 do anything in a big way," 
says Fang. "When 1 first visited the fac¬ 
tory, 1 saw the whole value chain nicely 
and effectively designed, starting from 
a big coil of sheet metal at one end that 
was cut, formed, welded, and stamped 
to make the top and bottom of the chas¬ 
sis. Then they did the in-line subassem¬ 
bly, adding a floppy drive, the power 
supply, and cables. It was all shipped to 
custoiTiers who only had to install the 


motherboard ， CPU, memory, and hard 
drive. After this revolution by Terry, 
final computer assembly was easy," 

Soon, Foxconn was shipping bare- 
bones computers to IBM, HP, and Apple as 
well, transforming the indus 片 y. In 1998, 
when Gou won his first order from Dell to 
make the chassis for its desktops, Del] in¬ 
sisted he do it in the U ， S*，dose to the finai 
market. Gou obliged. "J bought a company 
in Kansas City. We quickly needed tooling 
shops and stamping,，’ Gou says. 

"That factory was a money loser, but 
Terry had to build it to accommodate 
Dell against his own will，" recalls Fang. 
"For Foxconn, it bought a ticket into the 
Dell business." (Dell executives declined 
to comment for this story.) 

The three-decade expansion from tele¬ 
vision-knob maker to the world's domi¬ 
nant consumer electronics manufacturer 
passed with little notice from the Western 
press. That changed in June 2006 when 
the Umdon D 幻 ify Mail published a story 
about harsh conditions for 30,000 work¬ 
ers at Foxconn's iPod factory in Longhua. 
When two reporters at China Business 
News did their own ver 占 ion of the story, 
Gou's first reaction was to counterattack. 
Foxconn sued them personally far libel 
and secured a court order freezing their 
assets, backing off only at the behest of 
Apple and HR 

The incident prompted Apple exec¬ 
utives to dispatch an audit team to in¬ 
vestigate conditions at the Longhua 
plant. The report, still available on Ap¬ 
ple’s company website, uncovered sev¬ 
eral violations of Apple’s code of con¬ 
duct, induding excessive overtime, an 
overly complicated wage structure, and 
unacceptable living conditions such as 
triple-decker bunk beds, Foxconn made 
changes that included an overhaul of its 
overtime practices. 

Although Apple pressured Foxconn ， 
Steve Jobs wasn’t about to sever ties with 
Hon Hai, not with preparations 
under way for the production of Ap- 


"I’M PRETTY ADAPTABLE, 
AND I CAN COPE," SAYS A 
19-YEAR-OLD FEMALE LINE 
WORKER. "WHEN I SPEAK TO MY 
PARENTS, I TRY TO SOUND 
HAPPY , I DON’T SPEAK 
ABOUT MY STRESS." 
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pie's next big product, the iPhone, which 
came out the following year. "Steve Jobs' 
achievements wouldn't be possible with¬ 
out Terry," says Chang Tien-wen, author 
of the 2005 book The Tiger and The Fox: 
Terry Gou's Global Competitive Strategy. 

The crisis passed, and Gou，hungry 
for growth, set his sights on the 200 mil- 
lion-unit-a-year notebook market ‘ Three 
Taiwanese companies - Quanta, Com pal， 
and Wistron-then dominated the market 
and were valuable customers for Foxconn, 
buying billions of dollars’ worth of com¬ 
ponents. Deciding to compete against 
your own customers is a dicey move. But 
Gou calculated that in the time it would 
take them 於 find new suppliers he could 
swipe enough of their business to come 
out ahead Today, Foxconn controls 4 per¬ 
cent of the notebook market and expects 
to grab 11 percent next year，according to 
Yuanta Securities in Taipei. 

Therein lies the beauty of the Fox- 
conn model. The margins on the parts 
it provides for its customers’ machines 
arc extremely high, so when it comes to 
the final asseinbiy work for the likes of 
Dell, Nokia, or Sony, Foxxonn is willing 
to sacrifice profits-or even do the job at 
a Joss-bccaase it makes so much money 
from the parts. Analysts expect Hon Hai 
Precision's sales to grow 40 percent this 
year, to $85 billion. 

Foxcoim’s business has evolved to the 


nology. The speaker is made by Hon 
Hai Precision, as are the keypad and 
printed circuit-board connector. The 
printed circuit board is made by Fox- 
conn Advanced Technology. The TFT 
LCD screen is made at C：hjmei Innolux， 
an affiliate 2.7 percent-owned by Gou. 
[n a!), about 70 percent of the phone’s 
components are made by a Foxconn- 
relatcd company. 

As he squeezes costs throughout his 
empire，Gou also takes huge risks on 
behalf of his major clients. In Chongqing, 
in central China，Foxconn is spending 
索 1 billion on a factory that will produce 
30 million m 过 chines a year just for Hew- 
lert-Packard. When Apple’s iPhone4 was 
nearing production, Foxconn and Apple 
discovered that the metal frame was so 
specialized that it could be made only by 
an expensive, low-volume machine usu¬ 
ally reserved for prototypes. Apple's de¬ 
signers wouldn't budge on their specs， 
so Gou ordered more than 1,000 of the 
$20,000 machines from Tokyo-based 
Fanuc. Most companies have just one. 
"Terry is a strong leader with a passion 
for excellence，" says Tim Cook, Apple's 
chief operating officer. "He，s a trusted 
partner and we are fortunate to work 
with him." The Longhua plant now pro¬ 
duces 137,000 iPhones a day, or about 
90 a minute. 


point where it's not just relying on cheap， 
unskilled labor. It now employs 日0,日 00 
toolmakers, including a team of 2,000- 
plus workers who focus on the design 
and fabrication of molds and dies. This 
enables the company to boost produc¬ 
tion faster than anyone else, especially 
important in the handset market where 
new models are constantly introduced. 
"If you want to look under the hood at 
Foxconn and understand why they have 
a high market share, it’s because of these 
things," says Jason Dednek, associate 
professor at the School of Information 
Studies at Syracuse University. 

To understand how diversified Fox- 
con n^s supply ch 山 n is，pry the back 
off a Nokia 1209 handset ‘ The plas¬ 
tic casing is molded by Foxconn Tech¬ 


Q 

ince the end of May, Gou, who 
normally divides his time between Hon 
Hai headquarters in Taipei and China， 
has been living at Longhua in a room 
behind his office, dcaJing with the after- 
math of the suicides. He says he works 
16 hours a day and eats three meals at 
his desk. There is scarcely time for in¬ 
dulgences. was getting my hair dyed 
at li p.m. last night for this interview," 
he says, introducing himself with a firm 
handshake. He hasn’t played a round 
of golf in months and stays fit by doing 
pushups in the morning and using the 
time to reflect on "the five-year plan. 
That's the most important," 


"NEW YORK BANKERS," 
SAYS GOU, "SEE THE HUDSON 
RIVER AND SAY, 

TM A KING OF THE WORLD ，，， 


Gou’s family came from Shanxi prov¬ 
ince in north-central China. His father 
fought with the Kuomintang army in the 
civil war and fled along with Chiang Kai- 
shek after his defeat in 1949 by the Com- 
munis 店 led by Mao Zedong- He eventually 
became a mid-rank police officer in Taipei. 
Terry is the oldest of his three boys. 

Gou’s personal life is the object of 
much fascination in the Taiwanese press, 
and in recent years it has been marked 
by tragedy. Serena，his wife of nearly 30 
years and mother of his aduk daughter 
and son, died of cancer in 2005. After his 
brother Tony died of leukemia in 2007, 
Gou started showing more of an inter¬ 
est in life beyond the 枯 ctory gates. He 
practiced yoga, took his mother, now 
85, out regularly for Taiwanese noodJes, 
and became more active in his charity, 
the YongLin Foundation. He explored 
his mainland Chinese heritage and bank¬ 
rolled Empire of Silver, a lavish film set in 
feudal times in Shanxi. His picture startl¬ 
ed appearing in Taiwan's glossy maga¬ 
zines with beautiful younger women on 
his arm. Ultimately, he settled down with 
Delia Tseng, a dance mstruc 怔 r 24 years 
his junior who had been hired to pre¬ 
pare him for the company’s annua) Chi¬ 
nese New Year bash, in which he would 
perform the tango with Taiwanese model 
Lin Chi-ling. Gou needed training. Ddia 
didn’t know who he was ， only that he was 
"an important businessman；' according 
to Bruce Chang, who runs the Taipei 
studio where she worked. "Terry danced 
very well for an amateur/" says Chang, 
"Ddki said he was very determined.^' 

The two were married on July 2 扫， 
2008, at the Grand Hyatt hotel in Taipei 
During the reception, Gou mounted the 
stage, shed his tuxedo jacket, and did 
30 pushups to prove his virility. Nine 
months and four days later, Delia gave 
birth to a daughter, Hsiao-ru. A second 
child is due this fall. 

Gou has always kept his family close- 
though in the past, at least, he made it 
clear that business comes first. His broth¬ 
er T,C, Gou, who served as president of 
the Foxconn cable and connector divi¬ 
sion until the mid-1990s, received any¬ 
thing but preferential treatment. Ac¬ 
cording to an executive who has worked 
with both brothers, Gou would scold T*C* 
as he would any other employee, some¬ 
times telling him to sit in the back of the 
room. Eventually, T.C. left to run his own 
company, Foxlink, which makes cables. 
Gou explains the shift by saying he didn/t 
want to run a family company—more than 
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THETAOOFGOU 


巧境严苛是件巧事。 


A harsh environment 
is a good thing. 


向对手学习。 


Study your opponent. 


饿的人，脑筋特别清楚。 


Hungry people have 
especially clear minds' 


60 percent of Hon Hai is owned by pen¬ 
sion funds, he points out-and that it was 
time for T.C. to go his own way, 

Gou exhibits severity and kindness in 
the extreme. According to one former Fox- 
conn executive, at a meeting of about 200 
people last year to discuss the company’s 
underperforming mobile-phone division, 
Gou ordered another executive to remain 
standing for 10 minutes when his answer 
proved unsatisfactory, Gou also makes a 
show of rewarding his employees. While 
his own official salary is just one Taiwan¬ 
ese dollar, or about ^屯 analysts say he pays 
executive bonuses out of his own pocket 
uiiing dividends from his company shares 
held in trust. That makes it easier for Fox- 
conn to retain top-level staff without hurt- 


走出实验室就没有高科技， 
只有执行的纪律。 

Outside the 1 地 
there is no high-tech, 
only execution 
(impiement 別 jon) 
of discipline. 


人生分王个阶段来看， 
二十五岁到四十五岁 
是为赚钱做事； 

四千五岁到六十五岁， 
是为理想做事： 

六十五岁退休从后， 
是为自己兴趣做軍。 

Life has three phases: 

25-45 is for making mortey, 

斗 5 -防 is for following 
your ideals, after 65 ts for retiring 
and following your own 
interests- 


我的信瓜源自于努力与经验。 
所谓信也是，无论景气再坏， 
都要相信自己有能力。 

My confi deuce comes 
from effort and experience. 
Confidence doesn’t matter 
if prosperity turns bad 
as I trust my own power/ability. 

ing the bottom line, says Jamie Wang，an 
analyst at Gartner in Taipei. His 12 percent 
ownership in Hon Hai Precision is worth 
about $4 billion, and he has a stake worth 
about $300 million in affiliate company 
Chimei Innolux，a maker of flat-panel dis¬ 
plays. At the company’s Chinese New Year 
party, Gou holds a raffle. In 200S the top 
prize was 300,000 shares in Hon Hai, a 
stake now worth $1 million， 

When it comes to competitors, Gou 
fiercely guards his turf. He sued the 
Chinese battery maker BYD in a Hong 
Kong court ill 2007, alleging that BYD, 
of which Berkshire Hathaway-controlled 
MidAmerican Energy holds a 28 percent 
stake, poached 50 of its employees to 
set up a rival cell phone assembly oper- 


千军易得,一将难求。 


An army of a ttn^usand 
is easy to get, 

one general is tough to find. 


大陆不是全巧化的惟- 


Mainland (China) is not 
the only one globalizing. 


用外国人的游戏规则打仗。 


Use foreigners' 
rules of the game 
to fight. 


ation and stole trade secrets. Foxconn 
then launched a similar claim in Illinois. 
BYD countersued Foxconn in Hong Kong 
for defamation and alleged that it had 
bribed Chinese officials and had intimi- 
dated a former Foxconn employee into 
giving false evidence to police. 

Stella Li, GEO of BYD Electronic [n- 
ternational and one of the three execu¬ 
tives named in the Illinois suit，which， 
like the other suits, is pending, says Fox¬ 
conn is determined to crush the com¬ 
petition. “They will do anything they 
can to stop us from becoming a leading 
player；" says U- 

Gou says he can’t understand why 
Buffett didn't do his homework 
before investing in BYD in 2008. 
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"Warren Buffett is too famous. Yes he 
is great, yes he made good investments, 
but he is too old. He doesn’t understand 
about Chinese private companies. Ifl 
see him face-to-face, 1 will say，‘In the 
U.S. you tell everybody they need to pro¬ 
tect their R&D. So how can you invest in 
a company that steals someone’s tech¬ 
nology and says it's great?'" 


ouis Woo, a silver-haired executive 
in an open-necked shirt and polka-dot sus¬ 
penders, is the person Foxconn picked to 
brief Bloomberg Businessweek on the com¬ 
pany's trmsfomiation into a more benign 
corporate citizen. Woo, a 62-year-old Ma¬ 
canese American with a Ph-D. from Stan¬ 
ford, delivers a PowerPoint presentation 
of Foxconn's "Prevention-Reengineering 
Caring" program. The company has set 
up 24-hour care centers staffed by certi¬ 
fied counselors* [t has crea 比 d a ‘、 Campus 
Loving Heart" website, has started big- 
brother and big-sister programs in sta 汗 
dormitories, and is teaching managers to 
if, be more a 订 uned 的 workers' emotioria) 

needs, "Yelling is not the only way," says 
tT Woo. "The new generation of workers is 
! changing in China, and Foxconn is chang- 

ing to meet this new reaHty." 

Eric Caine, chair of the department of 
psychiatry at the University of Rochester 
and an expert on s 山 nde prevention, says 
the deaths at Foxconn exhibit the charac¬ 
teristics of a suicide cluster, the copycat 
phenomenon first observed during Eu¬ 
rope's industrialization a couple of centu¬ 
ries ago. What distinguishes conditions in 
today’s Chinese factories from Dickensi¬ 
an workhouses is scale. "When you have 
more than 900,000 workers you arc going 
to have peopJe with mental-health prob¬ 
lems, from romantic breakup and feel¬ 
ing fraught and overwhelmed, to clinical 
depression, to some who could be psy¬ 
chotic；" says Caine, who visited thfz plant 
as part of an independent review orga¬ 
nized by the West China Hospital at Si¬ 
chuan University. "Foxcomi had set up 
some employee-support services before 
the suicides and clearly realized there was 
an issue，but the contagion and jumping 
overwhelmed them as it would any orga¬ 
nization, and they just got swamped" 

The Longhua workers interviewed by 
Bloomberg Businessweek objected to vari¬ 
ous aspects of how they are treated but 
not in terms starkly different from the 
complaints many people have about their 
jobs. More than two dozen Foxconn em¬ 


ployees were interviewed ； none showed 
signs of being afraid to speak freely to a 
reporter* Those interviewed on the job 
did so without a supervisor present. 
Other discussions took place in Internet 
ca 括 s ， sta 厅 dormitories, and in the com¬ 
pany canteen. Most seem keenly aware of 
their choices. They work at Foxconn be¬ 
cause they want to make money as quick¬ 
ly as possible. Some want cash to buy the 
things they make. Others want to become 
entrepreneurs. None of the workers was 
upset about having lo work overtime. To 
the contrary，the availability of overtime 
hours was a big attraction. 

Li Caihe，a 19-year-old from Gansu 
province, worlcs a 12-hour shift attaching 
nine par 怯 to the m 对 herboard of a NoJda 
N90 handset. "It takes so much concen¬ 
tration, it was very stressful at first，" she 
says, "I know I can go to a counselor, 
but T don't think it wil] help. Vm pretty 
adaptable, and 1 can cope. When 1 speak 
to my parents, I try to sound happy. I 
don’t speak about my stress." Li shares 
a dorm room with seven other girls and 
plans to stay on for another year. After 
that she hopes to open a small business 
back home, a beauty salon perhaps, 

A 23-year-o!d man who gave his 
name only as Cheng spray-paints plastic 
sheets that are then molded into hand¬ 
set covers. He says conditions are much 
better than at his three previous employ¬ 
ers, though he did take part in a one-day 
strike of 70 people in May that was orga¬ 
nized by his department to protest expo¬ 


sure to toxic fumes. They wanted better 
protection than the paper masks they 
continue to use. He was skeptical about 
morak-boosting exercises like the rally 
in August. "Everyone is happy when 忱 ey 
are playing," he says. "After this event, 
people who are depressed will get de¬ 
pressed again. It’s aj] superficial/' 

Guo Van Bing, a 25-year-old from 
Henan province who works in logistics, 
spoke while having his eyebrows shaped 
with a razor on his day off. He lives off- 
campus with his fiancee in a one-room 
apartment that costs $44 per month, ex¬ 
actly the amount they receive from Fox¬ 
conn as a rental subsidy. "This factory 
is too big," he says. "'Low-level and mid¬ 
level management aren’t educated, and 
they aren’t nice to people. I blanie Gou 
for this. lt，s always about the boss trying 
to squeeze money/' 

Li Xiaofeng, a 20-y 防 ir-oid from a 拉 nii 
in Hunan province, joined Foxconn In 
May 2009 to work on an HP color print¬ 
er assembly line at the Longhua campus. 
Her generation, she says，is 枯 r less ac¬ 
cepting of long hours, low pay, and ver¬ 
bally abusive managers. "Youth ， espe¬ 
cially those born after 1990, have a lot 
more enthusiasm and passion but are 
easily depressed once they meet obsta¬ 
cles；' explains Li. "We are less able to 
endure suffering/' She complains about 
the cockroaches in her dorm and how 
she couldn't shower for three days after 
the water had been turned o 汗 recently. 
As demanding as Foxconn is，its 
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record for employee treatment is better 
than most, partly because of its vast 
size as well as the intense competition 
for workers in 加 na. "J can't believe 
there aren’t worse places to work in 
China than Foxconn/' says Flextronics 
CEO Michael McNamara, "and if some¬ 
one didn’t like working there they could 
walk across the street and find 10 differ¬ 
ent places to work .，， 

"They are a leadership company in 
what they do with respect to higher sal¬ 
aries, belter working hours, and better 
facilities" says Ian Spaulding, managing 
出 rectory of InFactory-SoiutioiiSj a Hong 
Kong consultancy that works with elec¬ 
tronics companies to develop employee 
grievance programs. To some extent, he 
adds, Foxconn is a victim of its success. 
"There are parallels to Nike. It was ego¬ 
tistical about its approach to the world, 
saying, ‘Some of our factories are the 
best，’ so it invited criticism." 

Labor watchdogs give Foxconn 
credit for exceeding the norms. "They 
pay workers on time and for overtime 
according to the regulations, and that’s 
why workers always queue to work 
there，" says Geoffrey Crothall, spokes¬ 
man for Hong Kong-based China Labor 
扫 ulledn, a worker-rights organization. 
"Despite fFoxconn'sl repressive regime 
and the intense nature of the work, ifs 
still better than a small workshop with 
no guarantee you’ll get paid/" 

The public nature of Fc 附 lonn’s labor 
problems could end up benefiting the 
company, enabling it to pass on the costs 
of its new worker-friendly initiatives. The 
raises will cut earning^ per share by about 
S percent this year and by 12 percent in 
20U, according to Daiwa Securities in 
Taipei. Yet all it would take is a 1 percent 
increase in the price of most finished prod- 
ucts—$4 more fora 64-gig iPod touch, for 


example - to oftset the added labor costs. 
Given the awful spectacle of the suicide 
epidemic, who's going to complain? 

^^^ere’s a joke among executives 
whose livelihoods depend on Foxconn: 
In 20 years, there will be only two com¬ 
panies. Everything will be made by Fox- 
coim and sold by Wal-Mart. 

Gou finds the punch line flatter¬ 
ing, and unrealistic. (This is just a joke. 
I’m not saying [ am so great. I just work 
hard and work smart." For more than a 
decade，Gou has exhorted his executives 
阳 achieve 30 percent annual growth, 
but now that the company has grown so 
immense* he has dialed that target back 
for 2011 and beyond to 15 percent. Still ， 
he’s not about to ease up-on himself or 
anyone else. "I never think I am success¬ 
ful he says. "Ifl am successful, then 1 
should be retired. If 1 am not retired, then 
that means 1 should stiJlbc working hard, 
keeping the company running-’’ 

Foxcon 打 ’s next evolutionary wave 
has already begun. It established 比巧 If 
by building city-size factory campuses. 
Now, Gou wants to pass the burden of 
employee services on to local Chinese 
governments. "We came in the early 
’90s to Shenzhen and b 山 h factories and 
provided dormitories and cafeterias and 
everything, even laundries/，says Gou. 
"We are not just a factory, we take social 
responsibility/" Now，"f think wc need 
to change the way things are. Business¬ 
es should be focused on business and 
social responsibility should be govern¬ 
ment responsibility. ，’ 

Authorities in Chengdu, Sichuan, have 
already agreed to a deal in which Gou will 
spend $3,5 bilHon over five years to build 


factories for component manLLfacturing 
and assembly，while the government will 
provide low-cast housing to his workers. 
"Wc don’t want to still be running cafete¬ 
rias/" says Gou, 

The move inland will enable Foxconn 
to pay its workers less and might help pre¬ 
vent suicides, too. If workers are closer 於 
home，reason Foxconn executives, they’re 
more likely to have someone to turn to 
when problems arise. So Foxconn is build¬ 
ing a facility in the city of Zhengzhou，the 
capital of Henan province, which has a 
population of more than 100 million. Mi¬ 
grant workers from Henan account for 
about a fifth of foxc 饥 irfs workforce."Wc 
want to go to the source of abundant work¬ 
ers and where there Is a support group of 
色 mily and friends/，says Woo. 

As Western companies outsource more 
of their design work, Gou faces stiff com¬ 
petition from specialist notebook makers 
CoTTipal and Quanta as welJ as electron¬ 
ics maker Flextronics, which have supe¬ 
rior research teams. "Design capability is 
Hon 帖 ’s weakness," says Wang, the Tai¬ 
pei-based analyst at Gartner. "But they are 
very aggressive about poaching engineers, 
and they have very deep pockets," 

While Foxconn still exports most of 
what it produces in China, global brands 
are looking to sell to increasingly affluent 
Chinese consumers. That's why Gou hired 
Woo to help develop the so-called chan¬ 
nel busine 化 ， which will take Foxconn into 
retail. Woo, who ran the consumer side 
of Apple in Taiwan hi the 1990s, says he 
plans to have 10,000 retail outlets in China 
by 2014, many operated by former Fox¬ 
conn factory employees. In most econo¬ 
mies, an individual's journey from the 
low wag 找 and long hours of the factory 
floor 怕 the relative comfort of white-collar 
work can take generations. Thanks in part 
to Gou, Chinese laborers may make it over 
the course of a few years, 

Gou has plans to capitalize on the 
changes he has wrought. Perhaps most 
intriguing is his plan to move additional 
production to the U.S. The company cur¬ 
rency employs about 1,000 workers in 
a Houston plant that makes specialized 
high-end servers for corporate clients 
the company declined to disclose, and 
Gou envisions a fully automated plant to 
produce components within five years. 
"If 1 can automate in the U'S.A. and ship 
to China, cost-wise it can still be compet¬ 
itive" he says, "But I worry America has 
too many lawyers. 1 don't want to spend 
time having people sue me every day." © 
—— With Peter Burrows^ Baizhen Chu 幻 ， Wei 
Du, 已 ebr 幻 M 口化 and A 口 ro 口 Ricadeln 
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During the boom, Wachovia banker Robert 
Verrone made money by slicing and dicing billions 
of dollars in commercial real estate loans. After 
the crash, he made money by restructuring those 
loans before they blew up. What has he teamed? 


Loan 


R obert Verrone is standing on the roof of an office build¬ 
ing in midtown Manhattan, [n his hand is a list of tom- 
mercial properties，almost all of which he financed 
through securitization, the now-infamous process through 
which debt is minced and extruded into bonds that can be 


DO' 


bought and sold by Wall Street traders. During the real estate 
toom, Verrone was head of Wachovia Bank's large loan group, 
d on this August afternoon he has come up to the roof to 
int out some of his biggest deals. 

Tm not sure where I should start；' he says. He walks over 
to the east side of the building. "How about that one?" Verrone 
points to a lovely glass tower just across the street—650 Madison 
Avenue-for which he arranged a $100 million second mortgage 
two years ago. He gestures through the forest of skyscrapers to 
a boxy one on Park Avenue. That was his, too. Wachovia wrote 
the building’s $430 million mortgage in 2006. 

Verrone, 42, looks and sounds like a thinner James Gandolfi- 


ni，so when he gets revved up on the roof, it's as if Tony Soprano 
himself were holding forth, smiling and waving a hand toward 
the high-end residential distri 订 just east of Central Park. "We 
made deals all through that corridor，。he says. "I don’t know 
how many/’ He gestures toward Central Park So 山 h. "We did the 
land under the Ritz-Carlton.He cranes his neck to look around 


Verro 


the corner, down Fifth Avenue, but can^t quite manage it. He 
looks disappointed ； he arranged mortgages for 11 buildings on 
that street alone. And then there arc the boutique hotels he did 
like the Royalton in Times Square, the Wall Street tower he re- 
for D 典知注 Jmmp, the warehouse in Chelsea where 
[ company, and on and on. "It was a 
\[ 喪 eat 脅提舊化。祖於卸 LT. "I miss it every day." 

$50 million or more, Verrone helped 
hiakc 1^:1 underwriter of securitized com- 


fiiercia 


feijlTO^etween 2002 and 2007, with a total 
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of $69 billion in loans during these years, according to Ttepp, a 
New York research firm. (Verrone won’t say how much he made 
m those days.) His prodigious run came to an end in May 2008. 
He resigned just months before Wachovia nearly collapsed and 
was acquired by Wells Fargo at the fire sale price of$l 瓦 1 billion. 

Verrone can’t be blamed for Wachovia's near-death. The 
bank was probably doomed at the peak of the housing market 
in 2006 when it paid $24 billion for Golden West, a prolific sub¬ 
prime mortgage dispenser. Still, his department's losses were 
substantial. In 2007 and 2008, according to Foresight Analytics, 
Wachovia wrote off $771 million in bad commercial real estate 
loans ； Bank of America and Citigroup by comparison, wrote o 汗 
$565.8 million and 度 4 巧 million, respectively. In terms af total 
dollar amounts of delinquent securitized loans today, Wachovia 
leads the parade with $5.81 billion. 

By his own admission, Verrone's methods helped inflate the 
real estate bubble. He says he lent huge sums to developers such 
as Harry Macklowe and Jerry Speyer-sometimes via interest- 
only deals with littJe money down-so they could buy skyscrap¬ 
ers, Then he carved up the debt, bundling the safest pieces into 
multibillion-dollar pools and selling them on the bond market. 
The riskier portions he offered to hedge funds hungry for higher 
returns. For Wachovia, the beauty of these deals was that the 
debt vanished from its books, but not before the bank slurped 
up juicy fees. 

"Large Loan" Verrone, as he was known, became an outsize 
figure in the New York real estate world ： the bluiitery guy who 
quoted The Godfather during client meetings and threw parties 
on the rooftop of the Philippe Starck-designed Hudson Hotel. Ver¬ 
rone insists that the image has been exaggerated, though not by 
much. "Did I use a Ckidfatha' quote? [ don’t know any 42-year-old 
maJc that h 化 n’t," he says. "But J never sat at the table quoting The 
Godfather while wc were trying to work out a deal. That’s ridiai- 
lous. Look，rm just a guy who works really, really hard" 

You might think Verrone is just another unsavory character 

from die boom years, the real estate equivalent of those bugs you 
see when you turn over a big roclt. Don't be so sure. For years, 
before everything got out of hand，bankers like him provided an 
important service ： They made capital available to developers and 
spread the risk rather than keeping it on their institution’s bal¬ 
ance sheets, which had a disastrous effect during the .savings and 
loan cmLs of the 1980s. The problem this time was 化 at the Rob 
Ve 灯 ones of the world didn't know wheiUo stop providing. They 
underwrote anything rentable and thought they were immune. It 
was onJy a matter of time before the bubble burst and everyone 
in the business, including Verrone，got splattered. 

Now Verrone is back-and this time, he says, he is part of the 
solution. His job these days is to help the commercial real estate 
market avoid the second crash predicted by economist Nouriel 
Roubiaj, among 吼 any others. The same lenders that are fore¬ 
closing on cash-strapped owners single-family homes are q 山到 - 
]y striking deals with cash-strapped developers, extending loans 
and restructuring debt so the big borrowers can avoid default. 

Why are Verrone’s 
former clients now 
paying him to salvage 
the same bad deals 
he got them into? 


La 聊 Loan is in the 加 ck of these deals, \n 
January 2009, he started a company called 
Iron Hotmd Management, which in the past 
year has negotiated interest reductions, ex¬ 
tensions, and payo 厅 discounts on $2 billion 
worth of loans and is currently wrestling 
with 串 4 billion more. In some cases, Ver¬ 
rone has been tapped by his old Wachovia 
clients to repair the very deals he crafted 
when he was the bank’s big loan guy. '"It's 
unusual/" says Robert Ivanhoe，chairman 
of the global real estate practice at the law 
firm Greenberg Traurig. ‘Tm not saying 
there is anything wrong with it. But it is unusual/* 

Why would Verronc's former clients pay him to help salvage 
the same bad deals he got them into? Faced with this question, 
Verrone responds with something you rarely hear from Wall 
Street types who got rich during the boom ： contrition. "I’ln one 
of the few guys who will admit it," he says, conceding that he 
made some deals that Jook dreadfii] today. "The wind was at our 
backs. We definitely made mistakes over the years." 

M he restructures loaas he never should have written in the 
first place, Verrone says, he，s learning some valuable lessons, 
"We need to keep it simple " he says. "We sold every penny of 
cash flow to anybody in the world who wanted to buy it. That 
makes it really tough when things start to go sideways" 

He hopes to apply these lessons when the commercial real 
estate market recovers, as it appears to be doing slowly. Accord¬ 
ing to Trepp，the market for the kind of commercial real estate 
bonds Verrone used to create hit an all-time high of $25! billion 
in 2007. Last year only $3.5 billion were issued. The firm expects 
that this year, however, the amount will triple as lenders such as 
Wells Fargo and Goldman Sachs get back in the game. In other 
words，it might not be long before Verrone is back on Wall Street 
making deals again. 

The son of Italian immigrants, Verrone grew up in North 
Haledon, N J.，a middle-class suburb of New York. He displayed 
a talent for sales early on, selling Cutco knives to the parents of 
his soccer teamma 化 s at Don Bosco Preparatory High School. 
His soccer coach, Richard Zawacki, was astonished at his prow¬ 
ess. "'I said, 'Robert, what do you know about knives?’" he re¬ 
calls, "Ke said, ‘Not much ‘， But by the time he finished talking, 
[bought two of them. So did my two assistant coaches." 

At Moravian College in Bethlehem, Pa., where Verrone ma¬ 
jored in business administration, he sold T-shirts emblazed with 
the slagan, "Do it Doggy Style," in honor of the college football 
team, the Greyhounds. He also started a student pub called the 
Doghouse. One of Verrone’s soccer buddies had a sister who 
worked at Bear Steams; Verrone used the connection to get a 
Slimmer internship-and decided Wall Street was the place for 
him. "I liked the pace," he remembers. "1 liked the people." 

Bear Stearns hired Verrone as soon as he graduated from 
Moravian in 1990 and assigned him to the mortgage capital de¬ 
partment. He worked with a team that bought residential loans 
from failed banks and securitized them for the federal Resolu¬ 
tion Trust Corp-, which sold them as bonds to many different 
investors. Pretty soon, banks Jike Bear Steams realized they 
could do this themselves and turn a tidy profit' First they ran 
the debt on single- 拉 miJy homes through the securitization ma¬ 
chine; then they worked the same magic with bigger loans on 
office buildings, shopping centers, and apartment buildings. 

Verrone was a iow-Jevel analyst, but on his lunch hour he 
would cold-call developers and offer them debt. was amaz- 



Verrone, with 
President 
George W. Btish 
and the First 
Lady, tn 2005 




How a Verrone Deal Works 

Former Wachovia banker Robert Verrone often ends up at both ends of his lend¬ 
ing deals. In this case, he provided Joseph Moinlan with 姑 2 汪己 million loan to buy 
a skyscraper and helped him rejigger the debt after the loan ran fnto trouble. 


_ Aug. 2004 

arranges for Wachovia 
to lend developer Mofnian 
S328 占 million to buy 130 Maiden 
Lane in New York City. 


Wov. 2004 - Jan. 2005 

P8WHB9 slices up the 
debt into four pieces 
and sells it off. 



岭 j 金 -!’ 固巍 


Nov. 2009 

The S292 million 
mortgage comes due 
Moirtian can't pay it off, 



ing，" says Mark Finerman, a former Bear banker who worked 
with him. "He could just pick up the phone and bring in busi¬ 
ness. People liked talking to him." [t helped that he was offering 
real estate people the thing they most desired: money. 

The more successful Verrone beca 打 le at Bear 别 earns, the 
more frustrated he grew. He saw his competitors at Donaldson, 
Lufkin & Jenret 化 securitizing bigger and bigger loans and pock¬ 
eting humongous fees. His employer wasn't so bold, "We were 
very conservative^ he recalls. "We spent a lot of time looking at 
deals and talking about deals, but not closing deals." 

Finally, Verrone’s bosses showed him the door in 1994、 He 
spent the summer 'learning howto mountain bike the streets 
of New York City," he says, then he ran out of money and moved 
back in with his parents. That was his cue to get his MBA，so 
Verrone? drove to North Carolina to look at Duke University. 
While staying with a friend in Charlotte, he had another idea. 
First Union, the bank headquartered there, had just hired some 
Wall Street hotshots, including Mike Greco, the former head of 
DLJ's commercial 曹 nortgage shop, to ramp up its lending. Ver¬ 
rone borrowed a jacket and tic from his buddy and went to in¬ 
terview at First Union . He landed a job. 

The Jerseyite had reservations about Charlotte. As he tells 
jt，the city had only about five bars at the time. But his sacri¬ 
fice paid off- Four years later, Greco left to start his own firm 
and offered jobs to his old team. First Union asked Verrone to 
stick around, and the 28-ycar-o!d ended up in charge of the 
bank’s lending and securitization business. Three years later. 
First Union merged with Wachovia (and took the latter’s name). 
Now it had an enormous balance sheet- Verrone put it to use. 

In 2003 he talked the bank into dispatching him to New 

York to run its large loan group, handling deals of 某 50 million or 
more. Wachovia gave him a comer oflke m the Sea^am Build¬ 
ing, and Verrone quickly did his first big deal. On Aug, 30,2003, 
The New York Times ran a story announcing that Wachovia was 
backing developer Harry Macklowe's 系 L4 billion purchase of the 
General Motors Building. It was the highest price ever paid for a 
Manhattan office building. 

Just before the deal dosed, Macklowc’s Jongtime lender, 
Deutsche Bank, offered the moguJ better terms. Wachovia lost 
the deal，but Verrone made his point. "We got all the press，" he 
says. "Nobody wrote about the closing." He adds that his em¬ 
ployer learned a lesson, too, "h made Wachovia realize that 
things in New York move faster than they do in Charlotte." 

Verrone didn’t lose many more deals. He courted developers 


at 拉打 cy restaurants in his own refreshing manner "He didn't 
have any trouble sitting at the Four Seasons and talking about 
how his father was a cutter in a clothing factory," says Chad 
Johnson, a former Wachovia banker. "It wasn’t the same bull — 
you heard in business lunches. It was part circus and part busi¬ 
ness, and it led to a Jot of successful transactions." 

Wachovia's bashes on the Hudson Hotel’s rooftop became 
popular events. It didn’t matter that they weren't always execut¬ 
ed flawlessly. "The first time, we threw the party on Rosh Hasha- 
mh and we didn't have kosher fbod，" Verrone says. "One year 
we threw it during the World Series. The Yankees were playing. 
We 出 dn，t have TVs. Everybody was leaving to watch the game." 
What Verreme’s clients remember most fondly aren't his parties 
or his jokes, but his willingness to show up at the closing table 
with sizable checks. "He never cut our loans, which some lend¬ 
ers are prolific at," says Jeff Ratzer, vice-president of Executive 
Capital，a real estate investment firm in Big Rock ， 川 • "If Rob 
said it was $20 million, he didn’t come back two months later 
at the closing and say it was million." 

As Wachovia and its rivals threw money at developers, real 
estate prices soared. That only seemed to whet Verrone’s appe¬ 
tite. In 2006 he structured a $5.4 billion deal that allowed Tish- 
man Speyer and BlackRock to acquire Stuyvesant Town-Pe 化 r 
Cooper Village, an SO-acre, 11,2H2 unit middle-class apartment 
complex on the East River in lower IVSanha 订 aru Tishman and 
BlackRock saw that 71 percent of the units were rent-controlled ， 
That meant the residents of these units paid an average of about 
$1,300 a month, while the market rate for comparabJe rentals 
in the area was roughly 牽 3,90 化 The new owners thought they 
could convert 40 percent of the rent-controlled apartments in 
seven years and increase the property's annual net operating 
income from $105 million to $397 million. 

The new owners loaded up with so much debt- 索 2.9 billion 
from Wachovia, $1.4 billion froni Merrill 
Lynch - that there was no room for error. 
C They didn，t expect the property to be 

cash-flow positive until 2011, according a 
private placement memorandum. Until 
then, they planned to covlt interest pay- 
menLs- 葉 262 mi 化 on in the first year alone- 
froma reserve fund Verrone had arranged. 

The goal of flipping 40 percent of the 
units proved unreachable because Stuyve¬ 
sant Town is no ordinary housing 
complex. Built in the late 1940s by 
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Metropolitan Life, it was that rarest af things: an a 航 rdabic mid- 
dlc-class enclave in Manhattan. Most residents had waited for 
years to get an apartment there，and after winning this lottery 
they weren’t going anywhere without a lighi. Tenants filed a law¬ 
suit accusing Tishman Speyer and 目 lack 区 ock of illegally raising 
rents. An appeals court m]ed in their favor, effectively dooming 
the owners' conversion campaign. In January 2010, theyde 枯 ult- 
cd on their mortgage, sending tremors though the bond market， 

VeiTone says he got the debt off Wachovia's books before the 
credit markets froze in 2007. He insists that holders of the senior 
$3 billion mortgage，which had been carved up into six 边航 rent 
bonds, will get their money back. Holders of the $1.4 billion mez¬ 
zanine debt, such as S.L. Green Realty, a real estate investment 
trust, won，t be as Jucky. They’ve be 饥 wiped out, "That’s one of 
those investments we would have liked to have taken back," says 
Andrew Mathias, chief executive ofS.L. Green. However* he adds； 
"We don't blame Rob 灯 t for that." 

As the Sttiyvesant Town deal was closing in December 2006, 

Vcrrane says, he got a whi 斤 of the coming financial crisis. His 
bosses were nervous about the state of the bond market, and 
everything was slowing down. It used to take Wachovia two days 
to sell a conimerciaJ real estate bond. Now it took two weeks, 
VeiTone says he began to worry that it was just a matter of time 
before the bank was stuck with a heap of toxic waste. 

Those worries did nut prevent him from closing the $10 bil¬ 
lion worth of loans he had in the pipeline, among them the 
Lightstone Group's 受 8 billion purchase of Extended Stay Hotels, 
which Wachovia underwrote with Bear Steams, Merrill Lynd、 
and Bank of America，Verrone says he couldn，t make much of 
this debt di.sappear from his employer's balance sheet. "We lost 
a lot of money on that，" he says of the Extended Stay deal. (Last 
year the hotel chain filed for bankruptcy,) 

Yet Verrone and his team did try to limit the damage by sell¬ 
ing off Wachovia's remaining loans at bargain prices. "It was 
'First bid, best bid/" he says. In response, Wachovia was deluged 
with calls from hedge funds and private equity funds that—as 
Verrone tdls it，at least-thought he had lost his mind. He esti¬ 
mates that his group unloaded $7 billion worth of rapidly sour¬ 
ing debt in 2007- "1 had lunch with someone the other day/' he 
chuckles. "The guy .says, Tm still trying to work out that loan 
you sold me.'" 

Verrone insists these efforts saved Wachovia，though even 
if this claim is true, the bank was still encumbered by Golden 
West’s porlfoMo. In the end, the only way out was the hastily ar¬ 
ranged wedding to Wells Fargo. By then, Verrone was gone. In 
March 200S, Wachovia consolidated its real estate department 
under Bob Reid, a conservative 30-year Wachovia veteran. Ver- 
rone resigned two months later* "J knew I wasn’t going to make 
it under that guy," he says. 

[n May 2008, after less than a month of unemployment, Ver¬ 
rone was in Tucson，celebrating his 10th wedding anniversary 
with his wife at an upscale spa，when his cell phone rang. It was 
Elias Cababie Daniel, head ofCabi Holdings, a development com¬ 
pany that had borrowed 掌 L5 billion the previous year from Wa¬ 
chovia to buy 59 office buildings in Southern California. Now Cabi 
was having trouble paying off the debt. The developer was flying 
from California that night to Mexico. Could he stop in Tucson 
and see Verrone? 

Verrone took a cab to the airport and met with Danjel in one 
of the hangars . Verrone says the developer pleaded with him 化 
此 rve as 过 restructuring consultant on the deal. Ten days later, 
Verrone took the aijsignnicmt. "1 always try to help my dienb,。 


he says* "It wasn't his fault the world fell apart." 

Verrone didn’t succeed in getting a deal done that would 
enable his client to keep his buildings. He’d sliced the debt into 
so many pieces it was impossible to get all the holders ta agree 
on a restructuring plan. "We tried," he says, "But there were il 
different lenders on the deal. Ten agreed. One didn’t, so the bor¬ 
rower had to hand back the keys." Cabi Holdings has since filed a 
lawsuit in California against Wachovia and the other borrowers 
over the failed deal, claiming breach of goodwill The develop¬ 
er's lawyer declined comment. Wachovia, in court documents, 
denies wrongdoing. 

It wasn’t long before Verrone, who is now 址 vorcc^d, w 化 spend¬ 
ing all hi 占 time restructuring deals like this. The securitization 
system that he had helped pioneer had never weathered any¬ 
thing like the financial collapse of2008. Now it would be severely 
tested. Wachovia and its competitors had structured their bond 
offering so that third parties called "sped 山 servicers'" stepped in 
when borrowers couldn't pay. Before the crash, it was a pretty 
easy job. Delinquency rates, after all, were less than 1 percent. 
Since the real estate bubble burst，delinquencies have soared to 
8-5 percent this year, according … Trepp. 

Even though the second crash that Roubini and others pre¬ 
dicted hasn't come to pass，that doesn't mean there hasn’t been 
chaos in commercial real estate. Special servicers arc swamped 
with busted deals. "No one thought the system would implode^ 
says Norman Radow, founder ofRadco Development Solutions, 
过 firm that manages property for banks that have foreclosed on 
real estate loans. "The special servicers arc playing catch-up" 

For developers, it was often an ordeal just to get these loan 
officers on the phone. Verrone found that if he just kept call¬ 
ing and working his connections, he could cut a path through 
the red tape. Executive Capitars Ratzer says Verrone did exactly 
that with a $24 million loan from Wachovia to his firm that was 
coming due this year and tucked away inside an enormous secu¬ 
ritization. "We couldn't get anybody to return our calls," Ratzer 
says. "I said, * Robert, do you know anybody at Wachovia?' He 
said, 'A lot of people have changed, but I know the system；" 

Iron Hound has done similar interventions for Joseph Moin- 
ian- The New York developer—one of Verrone's most acquisi¬ 
tive clicnb during the boom-is now fighting to keep his empire 
intact, [n January, Moinian announced that Verrone had helped 
him restructure the debt on two of his Manhattan trophies- 
"Robert understands the loan documents" says the developer. 
** Robert negotiated the same set of documents a hundred times. 
He has been a great translator of what the other side expects" 

The irony of his shuation is not lost on Verrone. "This job is 
making me a better banker" he says, "We arc seeing what hap¬ 
pens when things go wrong ‘" He adds： "Anyone who wants to 
get into this business and thinks it’s easy, each loan takes 6 to 
IS months to work out. And they are never easy;】 

Verrone is watching the apparent rebirth of the commercial 
real estate bond business-and thinking about heading back to 
Wall Street if things pick up. "We love oar little Iron Hound gig," 
he says. "h、s been great. But at some point, maybe we go back to 
a big shop and rebuild the lending business based on what we've 
learned/" In other words，it may not be bng before Verrone is 
once again throwing parties，quoting The Godfather ，and 出 sa 口 n- 
ing clients with taJes of his jersey roots. To show he has been 
properly chastened, the banker says he may hold his parties on 
the roof of the Marriott this time around. Then he changes his 
mind, "rd rather go to a party at the Hudson " he says. When 
Large Loan Verrone starts partying on the roof, yoiill know the 
next commercial real state cycle has begun. © 
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While nurses are not nearly as well paid 
as chief executives, their salaries 
are rising faster. Thafs one of many 
revealing data points in a ' 

Bureau of Labor Statistics study 
of compensation for the top 
100 U-S-job categories, 
from 2000 to 2009 . 
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Special Advertising Section 

-LEARNING 2010 


In a business world where the only constant is change, continuing education 
is becoming a m 曰 ndatory course of action. Smart professionals are increasingly 
turning to the Internet to advance their skills, increase productivity and minimize 
time away from the o 怖 oe. 

For more informafion regarding the programs listed below, log onto 
www.businessweek.com/bizlink in the 9/13/10 issue. 



SI 川、 


田 I 


You are 1 degree of separation from 
changing your world. Which 1 will it be? 


2009 Ralph E. Gomory Award 
for Quality Online Education 


Let us help you get started today- 

1.877.777.9081 - www.studyatAPUxom 

A 、 American 
攀 Public 
API! University 

Respected. Affordable, Online. 


76 affordable degrees of distinction - bachelor’s and master's 
programs 100% online, including; 


Business Administration 


Management 


Accounting 


Information Technology 
Transportation & Logisitics Management 


Communication 


TO RESERVE SPACE OR FOR MORE INFORMATION ABOUT 2010 EXECUTIVE EDUCATION 
AND MBA DIRECTORY OPPORTUNITIES, E-MAIL PSERRET@BLOOIVIBERG.PJET 





rtising Section 


For more information on the schools in this directory, you can select from the three easy options listed below through BizLink. 
Schools will be found in the 9/13/10 E-Learning issue. 


BizLink 

www.businessweek.com/6izLink 

Internet 

You can request information and/or link directly 
to school websites through our electronic 
reader service program® 

www.businessweek.com/BizLink 

Fax 

Circle the desired nymber(s) listed above, 

CLEARLY print your name, address, phone and 
fax numbers and fax this page (or copy of this page) 
to the USA+1-239-213-2199 

Mail 

Fill out this page and mail to ： 

Bloomberg Businessweek, c/o ARGI 
PO B 妨 12079, Naples. Florida 34101-9920 


1 American Public University 
1 Colorado State University, College of Business 
3 Indiana University- Kelley School of Business 


Name 

Business 

Address 

Code/City 

Country 

Phone 


E-Mail 


To reserve space or for more information about 2010 Executive Education and 
MBA Directory opportunities, e-mail psetTet@bloomberg ： *net. 
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- Connect a 

Anywhere 

•化 Colo 向 do $ 汹 6 Unflvef 幻 ty's 

Business Masters Programs 

Delivered at a distance ，. ， 

Accounting (MAccJ 
Busirtoss Administration (M0A) 

Computer Information Systems (MClSJ 


• Flexible and convenient 

I No residency requirement 

• Military discount 

I A AC SB accTA 抽巧 d 

College 朋 Business 


800 4914622 ext 1 


EARN MORE THAN JUST 
FREQUENT FLYER MILES. 


know you are on-the go, so take your MBA 
program with you. 


We 


Kelley Direct offers a world-renowned degree ， 
with the opportunity to create global business 
connections and best of all，ultimate flexibility 
to fit your lifestyle. 

For more information visit kdJu.edu ， 


KELLEY SCHOOL OF BUSINESS 


IM>I\NA UNtVEKSiTY 

One school. Endless possibilities. 





































Unmask Japan 



Think Japan. Call Nikkei BP 

0 Nikkei BP Japanese In Plain English www.nlkkelbp.com 

Nikkei BP - Tokyo Nikkei BP America- New York Nikitei BP America - Silic 帅 Valley Nikkei BP Europe - London 

Tel ： +81-3*6811-8311 Tel ： +1*212-%7-3414 Tel ： +1-408-327-1100 Tel ： +44-20-7936-285 旦 

Nikkei BP Asia - Hong Kong Nikkei BP Asia-Shanghai Nikkei BP Asia-Taiwan 

Teh +852-2575 8301 Tel: +86 21-6133-1802 Tel: +886-2*2 ： JG9 019G 

• magazines • online • direct mall • events • consultancy 



The best 



Any Given Monday 

With 色 ntasy leagues increasingly under assault by office managers ， 
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Liiitas\ Foolball 


M ark St. Aniant was at a cross¬ 
roads. The 36-year-old a 册 ociate 
creative director at Keiler & Co ，， 
a Farmington (Conn.) ad agency, 
was finding it difficult to biance 
his workload with his 拉 ntasy 
football team. So like any ambitious professional 
with a healthy sense of priorities, he quit his six-fig- 
ure-salaryjob for the chance to win a $700 prize pot ‘ 
"Fd been playing m an office league since the late 
’90s and never won，" says St. Amant. "1 came close 
a few times, but it was an always-a-bridcsmaid thing. 
1 realized this job w 狀 draining my time and prevent¬ 
ing me from winning-" 

St. Amant is hardly the only Type A fantasy 
extremist. According to the Fantasy Sports Trade 
Assn-s there arc 30 million fantasy players in 
the U.S. and Canada — an astonishing 54 percent 
increase from just two years ago- And most of them 
are already pretty good at their jobs. According 
to a 2009 study by the University of Mississippi, 
the annual household income of a fantasy sport 
consumer is $92,750. In a study conducted by 
outplacement consulting firm ChalJenger, Gray & 
Christmas, half the people surveyed admitted that 
they spend at least one hour p 灯 day thinking about 
their fantasy football team. In other words, 拉 ntasy 
football has become, for better or worse，the new 
internet porn for a generation of upwardly mobile, 
white-collar professionals. 

It may be the inevitable consequence of the age 
we live in. Dr. Chris AJterio, an occupational ther¬ 
apist and owner of ABC Therapeutics in Amherst, 
N.Y., says the lines have been blurred between work 
and play. "Play spaces used to be inure rigidly de¬ 
fined by the location of the bowling alley or the soft- 
ball field/* he says. These days, the play space has 
been reduced to about the size of a cubicle, "In the 


Last 


October, 

Fidelity 

Investments 

fired four 

employees 

for their 

invoivemeiit 

inafantasy 

football 

league 


same way that we're answering e-mails at home/* 
says Alterio, "people are now taking their play into 
the work environment/' That’s not all bad. "Work- 
placc tolerance for small distractions is generally 
hclpfuJ for promoting employee satisfaction," Altc- 
rio says. "As long as it’s held in check." 

The problem is, it's not. Challenger, Gray & 
Christinas estimates that American companies 
could be losing as much as 村-目 billion in productivi¬ 
ty during an average football season because of fan¬ 
tasy leagues. As a result, a war is escalating between 
office managers and rank-and-file fantasy junkies. 
And, like surfing questionable sites from your cube ， 
playing in an o 岳 ce 枯 ntasy league can now get you 
fired. Last October four employees at Fidelity In¬ 
vestments in Westlake ， Tex,, were let go for alleged 
participation in a fantasy football league, which was 
deemed a violation of the company's anti-gambling 
policy. Among the accused was 26-year-old Camer¬ 
on Pettigrew, who had worked as an account rep¬ 
resentative at Fidelity for almost three years. He 
祁 as taken into a conference room and interrogat¬ 
ed about his fantasy football activities for, by Petti¬ 
grew's estimate, 90 minutes. 

"U seemed so over the top，" Pettigrew remem¬ 
bers, "They were really intent on getting me to 
name names." Shortly after the incident, a Fidel¬ 
ity spokesman confirmed to The Fort Worth Star- 
Telegram that the company has "dear policies that 
relate to gambling. Participation in any form ofgam- 
bling through the use of Fidelity time or equipment 
or any other company resource is prohibited；" 

Pettigrew didn’t rat out his colleagues, but 
he admits that he knew of several leagues in the 
office，including some in which "people were bet¬ 
ting hundreds and thousands of dollars/" In Petti¬ 
grew's league, however, "we only had a $20 buy- 
in/' Sadly, he was also the commissioner. 


Fantasy Football for 
Dummies-or Novices 


Hey, rookie ： Thinking of joining your office’s fantasy football league for the first time? Herewith, four priceless tips 
from fantasy's Dr. PhiJs ： Espn.com fantasy guru Matthew Berry and fantasyfaQtballstartcrs.coin analyst Russ Bliss. 

4. Don't 旺 e 
Conspicuous 

The rlghi amoum of 
tiineio play ai the 
office? "One minute k 抵 
than whai will get you 

。化 d>" 帖 ny 业 jms ‘ And 
don't 巧巴 L the first rule 
about playing 恒 ntasy 
Ibulball with your bo 换 
Always let your boss 
win. ^心百 easier lo find 
another league than 

过 mwlierjtib" 



1- Easy on the 
Quarterbacks 

2, Read 

The Rules 

3 - Sabotage 

Your Co-Workers 

Many inexperienced 
ream owners think 
quarterbacks are key. 
However，"you need 
only one or, aL mosi, 
two quarU ? 巾 acks," 

Berry says. "You want 
术 1 山 liple running badcs 
and wide receivers." 

This year, draft an elite 
wideout somewhere "in 
the first three rounds-" 

Berry claims one of the 
biggest nUstakes made 
by fantasy newbies is 
that they "don’t know 
whether they 洪 t a point 
Jbr a reception, or il 
they play two ru imin 邑 
at three’ or how 
they get free agents. 

There are so many per- 
muiallons, and it really 
does afTeci 乳 raiegy." 

Since most team 
owners rely on similar 
information，Bliss rec¬ 
ommends rearrang¬ 
ing Lhc player rankings 
and then *'3 仁甘邮肝化 1- 
Jy" leaving a few do/.en 
ranking sheets around 
ihe office. Ifs one way 
to convince a colleague 
IhaLthis may be Jason 
CampbeJJ's year. 
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Rather than disappearing from the workplace, 
football fantasy leagues are going underground. 
Kevin AJansky, a 38-year - old former telecommuni¬ 
cations marketing director, compares today's fan¬ 
tasy football leagues to Fight Club, the 1999 mov¬ 
ie-based on a novel by Chuck Palahniuk - about a 
secret cult where guys meet in basements and beat 
the hell out of each other. "lt，s become like a secret 
fraternity," Alansky says. "You can talk about it, but 
don’t talk about it publicly. It’s not perceived as 
professional. If you want to move up the corpo¬ 
rate ladder, your fantasy football allegiances have 
to become more hush-hush." 

Alansky was once told by a senior executive at his 
company that any involvement in an office league 
could damage his reputation, "He actually asked me 
to stop playing," Alansky says. "I didn’t, but when¬ 
ever! talk about it now, Vm always looking over my 
shoulder to see who's listening." 

Not all league members are living in the shadows. 
Shergul Arshad ， 40, a director of business develop¬ 
ment at Cambridge (Mass.) 七 ased shopping website 
StyleFeeder.corn, has been playing in office fantasy 
leagues since the early "90s. A self-described "early 
pioneer，" his only problem with today's fantasy foot¬ 
ball IS that the Internet has made the sport too ac¬ 
cessible. "Before the Internet, you had to compile 
player stats manually" he says. "1 once called the De¬ 
troit Lions" front office to find out if Herman Moore 
was injured and would be playing that weekend. 
But now, with all the onMne tools, it"s almost like my 
7-year-Dld and 9-year-old could draft a team and be 
competitive-" 

He compares fantasy football's current popular¬ 
ity with fair-weather fans of the Boston Red Sox who 
wear pink hats to games. "Sox fans are turned off by 
these bandwagoners who come in and buy their pink 
hats and pretend that they know what they're talk¬ 
ing about；' he says. "1 feel the same way about 枯 nta- 
sy football. There are so many people who suddenly 
got interested, and they're just poseurs," 

This is not reassuring news far managers, who fear 
that even insincere interest in fantasy sports could be 
a drain on productivity. However, some workers cite 
specific evidence that fantasy football actually makes 
them work harder. Kyle Kadane, an information tech¬ 
nology manager who once worked fora tdccommuni- 
cations company in Overland Park, Kan., says that his 
former co-workers involved m fantasy football were 
sometimes the first ones to arrive at work in the morn¬ 
ing. "One week there were a lot of injuries in the NFL ， 
and a few players had some really monster games," 
he says. "So the nejct morning, there were two dozen 
guys in the office at around 6:45 a.m. making new 
drafts for their fantasy teams •巧 The result, he says ， 
was that they got an earlierjump on the day. "We ac- 
tualJy got more real work done than if we’d wahed to 
come in at the designated time." 

Dusdn Ashby, the commissioner of the World 
Championship of Fantasy Football-a high-stakes 















league with a $300,000 grand prize-thinks the posi¬ 
tive attributes of fantasy sports arc underestimated. 
"U’s a healthy 阱 me," he says. "It bridges the gap 
between top-level executives and mailroom clerks. 
And that creates social dialogue and breaks down 
barriers of communication. It really does create a 
community in the workplace" 

There is something special about an office-based 
fantasy football community. St. Amant learned that 
lesson firsthand. After quitting his job to focus on 
fantasy football didn't pan out (his teams still didn’t 
win), he used his newfound free time to think and 
strategize about … fantasy football. He even wrote 
several books on the subject and became a frequent 
guest on ESPN, where he sometimes debated with 
fellow fantasy enthusiast Meat Loaf, It wasn’t until 
years later, when he，d returned to advertising full¬ 
time, that he won his first fantasy league trophy. "I 
guess that's kind of ironic " St. Amant admhs. Or 
maybe it’s just proof that fantasy football, like any¬ 
thing in life, is more fun when you’re being paid to 
do something else . 包 


"I once 
called the 
Detroit 
[ions^ front 
office to 
find out if 
Herman 
Moore was 
injured ，，， 
saysaplayer 
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Navigator 


The College Weekend 


Plana getaway around the big game, and see what 
the tailgaters are missing. By Alex Pasquariello 


The Smoky 
Mountains begin 
妨 show their 
fall colors jiM as 
Lhe Florida Gators 
四 ) rne 10 town 




Hiking in the Smoky Mountains 

WJiere ： Knoxville^ Tetm, 

THE GAME; Tennessee vs. Florida; 

Sept. 18. The post-Kiffin Vols meet the 
post-Tebow Gators in each team’s con¬ 
ference opener, the town ： Knoxville is 
an ideal jumpiiig-o 厅 point for camping 
in Great Smoky Mountains National 
Park, where 100-plus species of decidu¬ 


ous trees erupt in colors in mid-Septem¬ 
ber. Market Square ， downtown’s reju¬ 
venated core, is your base. Stay at the 
%, Oliver (407 Union Ave.; $89/night), 
which offers a breakfast buffet on foot¬ 
ball weekends. Stock up at the Square's 
Saturday farmers’ market and The 
Tomato Head (12 Market Sq.)，where 
the Benton's Bacon on the Oh Boy 
($750) sandwich will keep you moving. 


The Literary Retreat 

Where ： Iowa City ， loiva 


THE GAME: (owa VS. Wisconsin; 

Oct. 23. UW"s running game will battle 
a defense led by DE Adrian Clayborn. 
THE TOWN ； Dubbed the world’s 
third City of Literature by UNESCO - 
on account of the university ’s Writer’s 
Workshop-the Iowa Avenue Literary 
Walk celebrates 49 writers with state 
ties. Rest your feet at Prairie Lights 
bookstore (15 South Dubuque St .)， 
which occupies a cafe once frequented 
by ee cummings, before hitting the 
library at the Brown Street Inn 
(below, 430 Brown St.; $85/night). 
Drop your book for dinner at Devotay 
(117 North Linn St,), where beef 
dishes change daily. 



Drinking up Willamette Valley 

Whet e ： 拉畔 "c. Ore. 

THE GAME; Oregon vs. Stanford ； Oct, 2. 
The Ducks hope to avenge their lone 
2009 Pac 10 loss. THE TOWN: In the 
Willamette Valley, Oaksfure Brewing 
(10 瓦弓 Madera St.) opens its tasting 
room on Saturdays. Or join them at 
Furrer Farms (82467 Howe Lane, 
Crcswell) the night before the game 
for a dinner pairing beer with roasted 
($65). After the game, hit King 
Estate Winery 悼 0854 Territorial 
Rd.) for iLs 200S Signature 巧 not 
Gris {$23/bott]c) and smoked 
oys 比 rs ($12). Stumble home to 
elegant Augusta House—you’ll get 
a portable GPS device at check-in 
(2 日貼 Bowmont Dr.; $219/night). 


for a 

乂 P| 

A 



stock up on 
the 孤腑 Signature 
Piuot Gris ai lhe 
King 防 late Winery 
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Bike the Desert Foothills 

Wifwm 及 oke, Idaho 


THE GAME: Boise State vs. Oregon State ； 
Sept. 2 瓦 BSU must stave o 厅 this potential 
spoiler to have a shot at a national title. 
THE TOWN ： Idaho Mountain Touring 
{1310 W. Main St.) sets you up with a bike 
and route ($35 for 4 hours). Choose be¬ 
tween 2S miles of paved trails along the 
Boise River or ride single-track over high- 
dcsert foothillii in Gamers Back Park’s 


65-acrc preserve. Tap the town’s thriving 
Baijque cominunity by eating beef tongue 
($7.25) at Bar Gemika 口 02 S. 〔: apitol 
_ W Blvd.) after the game. Rest up 
at Idaho Herka 拼 lim 
/3pV (109 W. Idaho St.; $80/ 
f i、• J night), steps from Julia 

V—/ Davis Park. 


Before the Broncos 
game, cycle the 
2 百 miles c>( paved 
trails around 
ihe Boise River 




Seeking Southern Hospitality 91. residence and B.B. King’s complete 
where: Oxford, Miss. Mf recordings-and it’s now a food 

mecca. The Coca-Cola-brined fried 

THE GAME ： Ole Miss VS. Mississip- ■ chicken ($10.50) is the most im- 

pi State; Nov. 27 01c Miss seekii to H portant meal of the day at Big Bad 

avenge last year’s 41-27 drubbing H Breakfast {719 N. Lamar Blvd.), 

in Starkville. the town ： Oxford's H though the Burgsalom, Burgsalom! 

Courthouse Square Historic District is || bur 炉 r ($9) will fill you up before 

lined with Victorian gems，including • the game too. Come early，they 

Square Books (160 Courthouse Sq .)， B don’t take reservations. Hotel op- 

wherc Pat Conroy and John Grisham • tions are limited, but youMl sleep 

arc known to pop in. The univer- a soundly at the Downtown 

sity town is filled with charms- Oxford Inn (400 N, Lamar 

including William Faulkner's ▼ Blvd .； $129/night). 


Rock，ir Roll Pilgrimage 

刚 wre: Lehigh Valley^ Pa. 


THE GAME: Lafayette vs. Lehigh; 

Nov. 20. College footbairs most played 
rivalry has 146 years of bad liberal 


arts blood, the town ： Martin's 
Guitar Factory in nearby Nazareth 
(510 Sycamore St.) offers free tours 
explaining the 300-plus steps that 
go into making each model. After 
viewing axes played by Cash ， Dylan ， 
and Elvis, pluck the limited edi¬ 
tions in thdr Pickin’ Parlor Then 
head to The Guitarmaker^s Con- ^ 
ne 灯 ion (10 W, North St., Nazareth)"^ 
for the parts to make your own. When 
the jamming's done，stay at the Grand 
Eastonian on the Delaware River (140 
Northampton St., Eaiiton; $129/night). © 
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Briefing His Clients 
To Play on Sunday 



Daron Roberts chose a job as 
an NFL coach instead of a legal 
career • 巧 M/ 说 。 /idra Wolfe 

t wasn’t a tragic mistake that led Daron 
Roberts to list "volunteer football coach" 
on his resume above two Harvard degrees 
and a stint on Capitol Hill. After graduating 
from the University of Texas in 2001, Rob¬ 
erts worked for Senator Joseph Lieberman 
(I-Coim,) before leaving for the Harvard Kennedy 
School a year later. Roberte, however, wasn’t con¬ 
vinced he wanted a career in public policy. "To be 
honest," the 31-year-old says, "I was looking for a 
way to run out the clock.” 

After Kennedy, it was on to Harvard Law and in¬ 
ternships at two Houston-based law firms after his 
second year. That same sumnicT he accepted an 
offer to voluntecT at a high school football camp* "It 
showed me how powerful and cool football can be," 
he says. ''1 noticed kids from different social back¬ 
grounds who normally wouldn’t be inclined to talk 
to each other becoming instant friends；" After the 
summer ended he turned down two law firm offers 
and sent out 164 letters - to every head coach and de¬ 
fensive coach in the National Football League and 50 
top college teams—asking to volunteer. 

Roberts got one positive response. "I don't know 
why you want to do thLs，" said Herman Edwards, then 
head coach of the Kansas City Chiefs, but he hired 
Roberts as a summer training camp intern. At the end 
of the season, Roberts asked to volunteer for the fall, 
and he was hired as defensive quality control coach, 
the NFL equivalent of working in the niailroom. 

When Roberts first walked into the office of 
Gunther Cunningham, the Chiefs' defensive coardi- 
nator, Cunningham says he told him: " ‘Get the hell 
out/ And he looked at me and said, Tm not leav¬ 
ing." In January 2009, Roberts followed Cunning¬ 
ham to the Detroit Lions, where he's helping rebuild 
the franchise as an assistant secondary coach. That 
means rising at 5 a,m. to study opponents, meeting 
with players from 9 to 10, going to practice from 11 to 
1:30, and watching game film for hours after that. The 
workday ends between il p.m. and midnight. 

Roberts hopes to lead a college program one day. 
In the meantime he’s found a bridge between his old 
and new lives ： "We both have clients, and ours are 
our players. Our job is to put them in the best posi¬ 
tion to win-。© 


Roberts, who was a 
safety on hl^ h 料 
Learn, works (mm 
about 5 ■阳 midnight. 
"It’s pretty much 
ill]! throttle；* he says 



The Detroit Lions 
a 化 looking to 
rebuild behind QB 
Matthew Stafford 


STAFFORD 


每 i 

w 


DITCHING PINSTRIPES FOR PIGSKIN 


100 + 


Hours Roberts works 
per week as an assis¬ 
tant secondary coach 
for the Lions 


50 % 


Estimated salary 
decrease in choosing a 
coaching job vs. one at 
a white-shoe law firm 


164 


Number of resumes 
sent to NFL coaches 
for an internship. Rob¬ 
erts received one offer 


ss 


Hours per week that 
Roberts studies prac¬ 
tice and game film to 
prepare his players 


DATA ： IMRON 的 WKRTS 
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True Thing 


The Office Ball 



The Classic 


The Duke ($99.99 from para¬ 
gons ports .com) - na med after 
the late New York Gianis 
owner Wellington "Duke” 
Mara is a commemoraLive 
edition of Lhe oHida] Wilson 
ball used in NFL games. The 
deep-pebbled leather is 
perfectly grippable. 



The Medicine Ball 


A little extra heft (about 6 oz. 
more than a typical ball) 
makes the haiidimde ， genu¬ 
ine throme-Lanned Lineaus 
Football Medicine Ball ($275 
aL liiiGausaihlelie.t ： onri) great 
for keeping your arm in shape 
during the ott-season. Or rest¬ 
ing your elbow on at work. 




The Game Ball 

Rawlings ^ STS Pro Preferred 
youth h 且 ] I ( 宙 69.99 at 
rawl ingsgear. CO m) has a 
durable, sticky, and water- 
repellent skin that’s perfect 
for when the casual office 
toss escalaLes inio an 
after-work parking ku 
grudge maLch, 




Safety First 


Us 化 shy pleaiher isn't 
Jbr every oflice, but Lhe 
cushioned Franklin Sports 
Junior Air Tech Laser 
Football ($14.99 at paragon- 
spons.com) can be hurled 
aL fill] without harm¬ 
ing any hardware or, lor LhaL 
matter, colleagues. 


The $1JQ Rough Rider 
impresses co-workers - 
and fits m the drawer 
for when your 
boss IS on the prowl 


A pigskin brawny enough for a 
game，small enough to tuck away 

The Want: A ball to keep in the desk drawer for that 
after-work game of touch or to toss around when the 
boss isn’t looking. It can’t look like a child’s toy but 
must be small enough that an errant throw won’t put 
the copier out of commission. 

The Get: Channeling Knute Rockne, the Leath¬ 
er Head Rough Rider ($110 at leatherheadsports. 
com) is handmade from selected hides-cach ball 
is slightly different - with leather that，over time, 
develops a nice patina and supple feel. About the 
size of a youth league ball, it'll grant you the illu¬ 
sion of having an arm like a young Brett Favre. © 
— Stephen Treffinger 


FOR THE AERON CHAIR QUARTERBACK_ 

Four other baiisyou might went to keep 口 round the office this season: 



Tlie lirsi prote 货 ; onaJ 
枯州貼 !1 player; WiHlani 

(Pudge) Ue 恥 Uinger, 
was paid 有 500 as a 
" 妈 me performance 
bonus"in 1892 
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Dont Punt on Your 
Pre-Game Meal 



Forgo the dirty dogs and watered-down suds 
for these restaurants within 20 minutes of your 
home team’s stadium. By Geraldine Campbell 

stadium food has improved, yet no one’s ever going to mistake a food-court 
burger with dim sum from a Michelin-starred chef. (Especially when the 
prices are eerily shnilai*.、Next time you’re heading to the stadiiim, consider 
a pre-game meal at these detours. They’re worth the time-and you won’t 
have to stop for Pepto-Bismol on the way home. 



Arizona 

Cardinals 

R 城 mratu: 

Barrio Cafe 
2814 N- 16th St. 


Distance: IS.6 mi, from Univt^rsity 
of Phoenix Stadium 

This bustling, no-reservations 
neighborhood joint serves great tradi¬ 
tional Mexican food, such as Oaxacan 
chicken with mole negro ($19) and 
poblanos stuffed with shrimp ($21). 

Get a Milagro tequila Bloody Mary 贿 3) 
with your huevos rancheros ($10), and 
save room for the churros filled with 
gooey caramelized goat's milk ($11). 

Atlanta 
Falcons 

Restaurant: 

Holeman & Finch 
Public House 
2277 Peachtree Rd. 

Distance; 5,4 mi, from the Geo 巧 ia Dome 

James Beard award-winner Linton 
Hopkins’ latest restaurant features 
communal tables and a meat-centric 
menu. If you're not up fora brunch 
of souse (also known as head cheese) 
or glazed-lamb sweetbreads，the 
double-patty "Down Low Checsebu 巧 er" 
($11) is worth the trip. Wash it down 
with the Cloak and Swagger ($10), 
a lethal combination of gin，ginger 
liqueur, bitters, and lemon. 



m 


Baltimore 

Ravens 

Restaurant ： B&O 

America]! Brasserie 
2 North Charles St. 


扣 stance; 1.8 mL from M&T Bank Stadium 

Opt for the flatbreads-Neapolitan-style 
pizzas, really-with topping combina¬ 
tions such as asparagus, ricotta, and 
fried egg ($9). (The sweet potato gnocchi 
with lobster ， $22, isn’t bad either.) 
Located in the former headquarters of 
Baltimore 及 Ohio Railroad, the restau¬ 
rant pays tribute to i 怯 history with 
details from old dining and railway cars, 



Grab a chicken 
salad at Tucker's 

1、色帖应 wa 咖 ng 

Ochodneo’s 
latesi amk 自 




Buffalo 

BiUs 

Restaurant ： 

SchwabPs 
780 Center Rd .， 
West Seneca 



Distance: 73 mi, from Ralph Wilson Stadium 

Buffalo wings are a West New York 
staple, but so IS Bcc;f-on-Weck ： slow- 
roasted sliced beef 加 a crusty salt and 
caraway seed kummelweek roil, dipped 
in jus and served with horseradish. 
Nobody does Beef-on-Week ($11.25) like 
Schwabrs. When if s cold-and it will 
be—wash one down with a Totn & Jerry 
($6.25), a hot rum and brandy cocktail. 

Carolina 
Panthers 

Restaurant ： 

Customshop 
1601 Elizabeth Ave, 

扣 stance; 2 J mi. from Bank of America Stadium 

David Pastema 浊 , of New York City ’s 
Esca, consulted on this seafood-centric 
[talian restaurant. Before the game, 
try the short rib and sweet potato hash 
with poached eggs, kale, and hollandaise 
{$13). And since it’s the South, order 
a side of creamy grits ($3.50). 

Chicago 
Bears 

Restaurant ： 

The Publican 
8 打 W. Fulton Mkt- 

Distance ； 3 1 mL from Soldier Field 

Start things o 庁 with a Bloody Maryland- 
craft-beer chaser combo ($7 - $8)，and go 
with whatever pork sandwich is on the 
menu. With luck, it will be the morta- 
della and fried-egg sandwich 巧 14) paired 
curiously, and faiitastically, with peaches 
and Dijon mayonnaise. It goes great 
with maple syrup-braised bacon 巧 日 )- 



♦ 


Ci 


ati 


inciim; 
畑 gals 

Restaurant ： 

Tucker^s 
1637 Vine St, 


Distance: 1,3 mi，from Paul Brown Stadium 

Tucker’S isn't much to look at, but the 
family-run establishment turns out 
excellent diner standards, such as Carla 
Tucker's chicken salad ( 串日 )， with meat 
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and produce from nearby Findlay 
Market, Get there early ； after noon，the 
kitchen starts to run out. 


A 


Cleveland 

Browns 

Restaurant ： 

Fire 

13220 Shaker Sq, 


Locatioii: 6.7 mL from Cleveland 
Browns Stadium 

Doug Katz is known as the Alice Waters 
of Cleveland for locavore tendencies 
such as tapping his own maple syrup, 
pickling his cucumbers, and curing 
salmon. On game day, try his braised 
beef tacos with black bean stew, cilantro 
cream, and mole sauce ($13) or lemon 
souffle pancakes ($11). 

Dallas 
Cowboys 

Restaurant ： 

Love Shack 
no E. Exchange Ave., 

Ft. Worth 

Distance: 19.8 mi. from Cowboys Stadium 

Topped with American cheese, wild 
boar bacon, fried quail egg, and Chef 
Tim Love’s special sauce, the Dirty Love 
Burger ($6.24) is part chuck, part sir¬ 
loin, and better than any stadium burger. 





Denver 

Broncos 

Restaurant ： 

Bistro Vendome 
1420 Larimer St. 


Distance; 2 mL from Invesco Field 

Start off with a "Tall Napoleon"' 

($ 江扫 0)-a layered concoction 
of Benedictine and brandy, 
chartreuse, and cognac. For a savory 
dish，try the croque madamc ($10), 
an open-faced grilled-cheese sandwich 
with ham, bechamel, fried egg，and 
served with fries; alternatively, the 
almond-crusted French toast topped 
with bruleed bananas will satiiify any 
sweet tooth ($9.50). 

Detroit 
Lions 

Restaurants 

Slows Bar BQ 
2138 Michigan Ave. 

Distance: 1.9 mL from Ford Field 

The name is a nod to the slow food 
movement and the lengthy meat-cooking 
process, while the industrial decor 
places this five-year-old hangout firmly 
in the 21st century. Pair the Reason 
($7.95), a pulled-pork sandwich with 
coleslaw and dill pickles, with a local 
lager by Atwater Block Brewing 巧 5). 




The brown stuff is in abundance at Philadelphia’s Village Whiskey 


賤 


Green Bay 
Packers 

Restaurant ;： 

Kavarna Vegetarian 
Coffeehouse 
143 N, 技 roadway 


Distance: 2.9 mi. from Lam beau Field 

The hot marinated artichoke wrap 
with black olives, provolone, tomato, 
and cream cheese ($7.45) is the best 
seller at this vegetarian spot. If meat is a 
must ， Kavama’s owners recently opened 
ParisPs Deli in the same building. 

It boaiits a spicy 帖 lian sub piled high 
with mortaddla, hot capitola, 
sopressata, and pistachios ($8.45), 


m 


Houston 

Texans 

R 仍 tewra 口。 

RDG + Bar Annie 
1800 Post Oak Blvd, 



Distance; 9 mi. from Reliant Park 

A multiconcept restaurant with three 
different spaces and two sets of menus 
can be overwhelming. Order the 
"canned" fresh smoked oysters in a 
spicy lime-spiked cocktail sauce ($16) to 
go with your grapefruit margarita ($12). 

bidianapolis 
Colts 

R 併 kmmrU; 

Hollyhock Hill 
8110 North 
College Ave. 

Distance; 10,4 mL from Lucas Oil Stadium 

Family-style meals at this 1928 insti¬ 
tution begin with pickled beets, relish, 
cottage cheese, and iceberg lettuce% and 
end with icc-crcam sundaes. The famous 
fried chicken ($18.95) comes with huge 
servings of mashed potatoes, green -. ， ; 
beans ， com, and buttermilk biscuits. ‘ _ 
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Grab a mortadella, fried egg, and peach sandwich before da Bears game this fall 


錢 


Minnesota 

Vikings 

Restaurant ： 

Heirs Kitchen 
80S, 9th St. 


扣 stance: 1.2 mi. from Mall of America Field 

Don’t be deterred by the red-and-black 
decor or the vulture mascot. The food 
here is serious. Kick o 斤 with Chef Onier 
Mahnomin’s porridge {$3.75)-a hot ， 
wild - rice pudding topped with berries, 
nuts, maple syrup and heavy 〔 ream— 
before devouring the Walleye BLT, 
a parmesan-crusted walleye filet with 
lemon-scallion tartar sauce ($14.95). 




New Engl ： 
Patriote 

Restaurant ： 

Alta Strada 
92 Central 針 , j 
Wellesley 


and 


Distance ： 20 mi- fro 併 Gillette Stadium 

Chef Michael Schlow cookii top-notch 
Italian on Wellesley's main drag. Start 
with antipasti—homemade ricotta 
with sage and olive oil; garlic and red 
pepper-flecked broccolini ； and eggplant 
capionata (three for $15)-and save 
room for the breakfast pizza with egg 
and pancet 枯 巧 13) or mushroom lune 
with truffle cream sauce ($22). 



New Orleans 
Saints 

Restaurant ： 

Cochon Butcher 
930 Tchoupitoulas 


Distance; 1.5 tni. from Louisiana Superdome 

Donald Link’s butcher shop is a meat 
counter-ciim-wine bar with ready-to- 
grilJ items and pork-centric sandwich- 
es-such as pork belly with cucumber 
and mint ($10) or the buckboard bacon 
melt with Swiss cheese and collard 
greens 巧 9). Bum it off on the walk to 
the Superdome. 



New York 
Giants and 
New York Jete 

Restaurant ： 

Laico>s 肝 Terhune 
Ave., Jersey City 


Distance: 10,5 mi, from 
New EVfeadowlands Stadium 


Sure，new Meadowlands Stadium 
has revamped its food offerings. For 
authentic Jersey red sauce, though, 
head to this 60-seat joint, which has 
been serving monster portions since 
197L Giants fans should order the 
hearty veal cutlet francese ($18.95), 
while die-hard Jets fans might 
try spicy shrimp fra diavolo ($18.95). 



September t3 — September 19, 2010 
Bloomberg Businessweek 


Food 




Jacksonville 
恥狎 ars 

Restaurants 

Biscottis 

3556 St.Johns Ave, 


Distan 亡 e; 5,1 mL from Alltel Stadium 

Known for desser 怯一 particdarly 
its coconut layer cake and 
upside-down pecan rum pound 
cake ($8 a slice)-this coffee house 
also makes a killer prasciutto and 
arugula frittata ($8.50). 




Kansas City 
Chiefs 

Restaurant ： 

Po^s Dumpling Bar 
1715 W. 39th %, 


Distance: 7.1 mi, from Arrowhead Stadium 

Head right for the authentic Taiwanese 
fare: Long ， crcpc-like emperor 
dumplings ($ 曰 - 舶 ） stuffed with pork 
and vegetables and cold sesame noodles 
made from a pasta machine 巧 8.9 日)， 

Miami 
Dolphins 

Restaurant ： 

Hakkasan 
4441 Collins Ave. 

Distance: 16.9 mi- from Sun Life Stadium 

The restored Fantaineblcau has Miami's 
best Chinese restaurant, Hakkasan, a 
Michelin-starred London export. The 
menu’s real stars are perfectly crisped 
sausage-studded turnip cakes ($6 )， 
Slew long bun ($6), and barbecued 
roast duck ($18). Finish with a 
Chinese Mule, a sake-spiked twist 
on the classic ($14). 
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lakland 
Raiders 

Restaurant ： 

Betlanico 
4238 Park Blvd. 


Distance: 5.2 luL from Oakland- 
Alatneda Coliseum 


Skip the infamous colossal dog in favor 
of homemade pastas, such is the bacon- 
and jaJapeno-spiked tagliolini pepati 
($13). On Sundays, the menu also in¬ 
cludes Italian-inspired brunch fare, like 
the bamboloni ($7) with sage custard. 



Philadelphia 

Eagles 

Restaurant ： 

Village Whiskey 
118 S. 20th St. 


Distance; 4,6 mu from Lincoln Financial Field 

There are more than 130 whiskeys on the 
menu, as well as cocktails divided into 
Prohibition and Repeal. Soak it up with 
the Whiskey King burger, loaded with 
foie gras, bacon, and blue cheese ($26), 
and duck-fat fries with cheddar ($7). 




Pittsburgh 

Steelers 

Restaurant ： 

Dozen Bake Shop 
3511 Butler St. 


Distance: GA mi. from Heinz Field 

The local chain recently added to its 
repertoire brunch items like bacon and 


A Chinese Mule at Uakkasan will get 
you rcady for the Dolphins game 



asiago quiche ($7) 
and cream-cheese 
stuffed French toast ($8.50). 

San Diego 
Chargers 

Restaurant ： 

Saffron 

3731-B&3737 India St. 
Distance: 6 mi. from Qualcomm Stadium 

The 65-seat restaurant offers curries, 
noodles, soups，and sates, but 
traditionalists should order chicken 
with peanut sauce and red rice. The 
chicken marinates overnight in almond 
milk, garlic ， ginger, and lemongrasii 
chilis before being roasted on a spit 
for two hours ($8.50), 




San Francisco 
49ers 

Restaurant ： 

Bar Tartine 
561 Valencia St. 


Distance; 6 mi- from Candlestick Park 

For brunch, the focus is on hearty, 
delicious sandwiches such as the foie 
gras and-red wine jam panini ($16) 
and bacon and egg croissant with sweet 
herbs and greens ($12). 




Seattle 

Seahawks 

Restaurant ： 

Cafe Flora 

2901 E- Madison St. 


Location ： 3 mi. from Qwest Field 

Opened in an old laundromat nearly 20 
years ago. Cafe Flora has been turning 
out inventive vegetarian dishes such 
as black-eyed pea fritters with a diipotlc 
过 ioli，callard greens, and grits ($10,50) 
and a mushroom, chevre, and egg- 
stuffed pastry with red wine sauce (串 12). 


錢 


St. Louis 
Rams 

Restaurant ： 

Brasserie by Niche 
45S0 Laclede Ave. 


Distance: 4J mi, from Edward Jones Dome 

Gerard Craft's third and mast recent 
installment in St. Louis" Central West 
End is a traditional brasserie. 

Stick to the French onion soup 
($6)-thick and rich but not 


sweet—and roast chicken with 
hen-oRhe-woods mushrooms ($18). 


A 


Tampa Bay 
Buccaneers 

Restaurant ： 

BT 

1633 West Snow Ave. 


Distance ： 3.2 mi from Raymond James Stadium 

At this French-Vietnamesc bistro, try 
mussels in a lemongrass and basil 
white-wine broth ($10 )； duck dumplings 
($8.50); or cognac-seared filet mignon 
over watercress ($11). And don't miss the 
kaffir lime and lemongrass martini ($ 11 ). 


--4 


Tennessee 

Titans 

RestaurantT 

Burger Up 
290112th Ave. S- 


Distance; 4.5 mi. from LP Field 


The Woodstock burger ( 邮 ) —a 1/3 
pounder topped with bacon, white 
Cheddar ， and Jack Daniels ketchup … 
is the way to go. If you're in the mood 
for something less meaty, try the 
beer-poached prawns with Bloody 
Mary cocktail sauce {$8). 




WasMngton 

Redskins 

Restaurant ： 

Mussel Bar 

7262 Woodmont Ave,, 
Bethesda, Md. 


Distance: 口 .9 mi. from FedEx Field 

The nioules frites ($16) come served 
several ways, from the classic to the less 
traditional (spicy Thai). The restaurant 
is also fanatical about its beer. Try 
the house pilsner, the Brabo Pik 
($7). Whatever you do, don't ask for 
a Bud light. 0 
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Exercise Machine 



A truly magnificent estate with srunning marsh & ocean views，only 1 
hour from Boston. Ser on 15 + lush, privare acres, the unmarched qudiiy) 
丘 nish 化 & 拓 a cures make this the home youVe always dreamed of owning. 


•日 Bedrooms, 9 Kull &3 Half Baths, and 3 Car Garage 

• Judo or and Outdoor Pools、Plus Cabana and Tennis Conn 

• Stare-of-the-Art Crestron Sysrem - Controls Audio, Video, 

Lighting, Geothermal HVAC, Whole Home Networking & Seaiiirj^ 

• Fcacm es Include 9 Fireplaces, a 13 Seat Theater, Gym, Steam & Sauna, 
Spa, Elevator, Office, Game Room, Gourmet Kitchen & More 


Call fora FREE color brochure 

877.451.2919 

WWW, G rand EstatesAu cuon.com 
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Exercise Machine 



EXERCISE IN EXACTLY 


EXPENSIVE BUT FANTASTIC! 


Same or better results in exactly 4 minutes on 
the ROM Machine as from 60 to 90 minutes 
in a gym … unbelievable but true! 

下 hat's why over 97% of people who try 
the 民 OM for a 30 day rental buy it. 


Rent the ROM Machine 
for 30 days to test it. 

Rental applies to purchase， 

Order FREE DVD - 818.504.6450 
www*ROMmachinexom or www*QuickGym,com 

In business over 20 years * Over 5300 machines sold 


Watches 



SHOP ONUN 亡 at www. tuf us 11 o.com 
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■ Markettng-Oriven Dc&Ifns 



Montu Back 6u3firit« - Mon«y Back Guarantee 
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• Unlimited RevW 口 ns 
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Business Services 


CLEAR, JARGON-FREE 
BUSINESS WRITING 


Mark P. Gaige, Ph.D. 
www.gaigebusinesswiiting,com 

212-717-6695 


Business Services 


SOURCING SERVICE 
TO CHINA 

(David Chang, CPA 20 yrs experience) 

Liaison office set-up, Import/Ex¬ 
port, Production, Shipping <door- 
to-door), Joint venture audit, 
Project feasibility study, Scrap 
metal export and selling your 
products in China， 

davidchangcpa@yahoo.com 
www-davidchan 身 cpa.com 

No phone calls, p/ 白且泌， 


Electronics Supply Chain 



Ma 戍 etPlace Advertisers 


Bloomberg 

Businessweek 

Marketplace 

For Marketplace advertising 
information, email: 
yEyiiller@classifiedinc.com 
or call...312-464-0500 




















































Humility is not 
evident in Carroll’s 
and Payton's 
literary works 
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The Stack 



The Gospel According 
to Payton and Carroll 


The latest entrants to the football literary guild offer 
insights. Even if they don’t realize it gy Ian McGugan 


ne of the great ad¬ 
vantages of coaching 
muscular young men 
who may not have 
read many books is 
that you can get away 
with retailing slogans as "philosophy •巧 
And since football fans and publishers 
assume anyone who can lead a team to 
a championship must be an organiza¬ 
tional genius, such philosophy is easily 
marketable between hard covers. 

This odd corner of the literary world 
includes compendiums of football rea!- 
politik, like The Score Takes Care of Itself 
by the late coach of the San Francisco 


49cts, Bill Walsh. It also spans the in¬ 
spirational, such as former [ndianapo- 
lis Colts coach and vocal Christian Tony 
Dungy ’s recent The Mentor Leader. 
Mostly, though, these volumes-and 
their titles - read like raspy-voiced Vince 
Lombardi screaming matches. In book¬ 
store aisles ， Do You Love Football?! by 
former Tampa Bay Buccaneers coach 
Jon Gruden goes head-to-head with How 
Good Do You W 口 n " 曰 Be? by University 
of Alabama coach Nick Saban. 

This year the coaches’ literary guild 
welcomes works by two new authors: 
Sean Payton, coach of the New Orleans 
Saints, and Pete Carroll, the recently 


hired steward of the Seattle Seahawks, 
Their works are very different, but they 
do share one characteristic-each au- 
thor’s unstinting admiration for himself. 

In Payton's case, the strutting 
begins with the double-barreled boast 
in his book’s subtitle ： Coaching the 
Saints and New Orleans Back to Life. 
Most of us know about the Saints’ 

Super Bowl championship last season ， 
but few outside the Payton household 
had until now realized he was person¬ 
ally responsible for the resurrection 
of southern Louisiana. Carroll revels 
in the tale of how he stumped an audi¬ 
ence of generals and admirals by chal¬ 
lenging them to state their individual 
philosophies in 25 words or less. Unlike 
those sloppy military types, Car- 
roll has his wisdom standing at 



園 



Win Forever ： Live, 

by Peie Cart oil 山化 

Work, and Play Like 

Yogi Roth (PORTFOUa 

a Champion 

240pp, $25.95) 


睡 


Home Team: Coaching 
the tSaints atid IV 亡 〜 Orleans 
Back to Life 


hvSean Pavton and Ellk 
Henican (NEW AMERICAN 
LIBRARY-304 pp, $24 说） 

























New from the authors of 
The Leadership Challenge 


WHAT DOES IT 
MEAN TO LEAD 
IN OUR TIMES? 



’wo of our foremost' 


thinkers on leadership 
reveal ten time-tested 
truths that will help you 
be an effective leader in 
your organization. 


"•■•cuts through the 
clutter and reminds us 
of what really matters." 

—PATRICK LENCIONI 


"Buy copies for yourself, 
your boss, and also 
for leaders of your 
organization.'' 

—CHARLENE LI 


"If you want to do a 
fact check on your 
leadership expertise, 
read this book!" 

—KEN BLANCHARD 


www.truthaboutleader5hip.coni 


lOSSEY-BASS 、 

An WILEY 
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Compete, Pray，Love 


A primer on the management philosophies of the gridiron literati — Spencer Bailey 




Philosophy ： 

Be on tiwe, pay 
attention^ and 
play tike heU. 


Tom Coughlin 

Head coach. New York 
CiaiiLs ； auihttr, A 
Team to Believe 


Mike Ditka 
Former head coach, 
Chicago Bears and New 
OrJeans Saints ； author, 
化 Life, Ftm You 扮 ckAss 


/ Philosophy: 

防 1 例 I’ VO。,’。：。" 

p 山口 o / 口 uo 纯 . 

Philosophy: \Then u 巧 ti 占 L 
Life vm 口叫 ou 化 
口 ) But Uiem's 
" 。 ' 細 / 併 ‘ 細 - 
Be 脚培扣 


Dennis Green 
Former head coach, 
Minnesota Vikings and 
Arizona Cardiimls ； author. 
No Room for Crybabies 


Join 

Fonrier head coach> 
OakUind Raiders and 
Tampa Bay Buccaneers; 
author. Do You Love 
Foothall?l 


attention and even capitalized for con¬ 
venience- He calls it the "Win Forev¬ 
er" philosophy and is happy to draw 
a pyramid showing how you, too, can 
gain a "competitive edge " (Apparently 
people who Wm Forever don't have to 
worry about Spelling Correctly,) 

Is there anything to be learned from 
this pair of self-adoring coaches? Oddly, 
yes，The key is realizing that both books 
are like trick plays, with lots of mis 出 - 
rection calculated to lure the unwary 
reader into jumping offsides. If you 
keep your eye on the ball, however, 
yauil begin to see real management 
secrets emerge. Here are five truths in 
coach-friendly language that you can 
lear 打 一 but you1l never see on the cover 
of either book. 

L RULES ARE FOR THE LITTLE 
PEOPLE: Payton boasts about break¬ 
ing a National Football League decree 
by serving alcohol on team flights . He 
also explains how，against NFL rules，he 
tried to get champagne smuggled into 
the locker room at the Super BowL No 
big deal? Maybe, except this is the same 
guy who tells us a few pages earlier that 
he looks for "'players with the character 
to know right from wrong and to con¬ 
duct their lives by that knowledge；' 

II. IT’S ALL ABOUT ME: Payton men¬ 
tions a game late in the 2009 season 
after the Saints had already clinched the 
top seed in the conference playoffs. He 
faced the choice of playing the game to 
win or, as he concluded, rest his start¬ 
ers for the post-season. It may have 
been prudent, but Payton’s rationale is 
suspect. "Naturally, if you’re the broad¬ 
cast crew for that game, you don’t want 
to have to look through your flip card 


to see who's in the lineup," he writes. 
“Well ， tough. I couldn't give a rat’s a 姑 
about the interest level you and every¬ 
one else have in this game. It means 
nothing to me or our team/' You tell 
’em, Sean. That’s the way to treat the 
fans who ultimately pay a considerable 
portion of your salary. 

IIL WHEN IN TROUBLE, CALL A TIME¬ 
OUT; This summer the NCAA levied 
crushing penalties against the Univer¬ 
sity of Southern California for vioJa- 
tions committed under Carroll’s watch. 
In statements since then，Carroll has 
maintained he didn’t know anything 
about the money that star running back 
Reggie Bush was said to have received. 
Although the allegations have been 
around since 2006, Carroll doesn't ad¬ 
dress them. In fa 订 ， the gum of Win For¬ 
ever has few specifics in his book about 
battles for prized recruits or, for that 
matter, football strategy. He prefers to 
dwell on windy generalities about being 
"in the zone-，，The lesson here? When 
trouble busts loose, look away. 

IV, CLICHES KICK BUTT: As John 
Maynard Keynes once observed, it’s 
better for your reputation if you fail 
conventionally than succeed unconven¬ 
tionally. Coaches live this truth and plot 
fresh ways to serve 啤 cliches. Carroll 
takes this strategy to alarming levels ， 
mixing up Esakn-er 过 pop psychology 
with Woody Hayes-vintage aphorisms. 
His players should perform with "a qui¬ 
eted mind" but "no whining, no com¬ 
plaining, no excuses." And, oh yeah, 
arrive early for meetings. 

V. WINNING IS FLEETING: If either 
Carroll or Payton has a surefire 
formula for winning, he employs 
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it only sporadically. Carroll flopped 
in two previous stinLs as an NFL coach, 
first with the New York Jets and then 
with the New England Patriots. Payton 
has a Super Bowl ring as well as a 
losing season and a .500 ont So why 
are we reading their musings? Because 
memories are short. Every year, in 
every league, someone has to hoist 
the trophy-but just ask Super Bowl 
winners like Mike Holmgren or Brian 
Billick how difficult it is to capture 
a second title. 

Championship football coaches, like 
hot mutual fiind managers, should keep 
in mind that everyone gets humbled* 
That's why Payton seems ultimately the 
wiser man. He concludes his book with 
the Saints" victory parade and makes 
no promises about what comes next. 

In contrast, Carroll invites the reader 
to watch him work his magic on a Sca- 
hawks team that will be lucky to break 
•500 this season. In a world where 
nobody wins forever, he’s setting him¬ 
self up for one hellacious fall. Let the 
games begin. © 
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For HR professionals 
lookfng to sharpen 
their decision-making, 
this provocative and 
practical new book by 
John Boudre 辽 u，author 
of Beyond HR, blazes an 
innovative new path, 

US $35-00 


With new research, 
Susan Cantrdl and 
David Smith eJtptain 
how to hire and keep 
the best talent by 
tail on 口 g career paths 
to each personas unique 
strengths, interests* 
learning styles, and 
career desires, 

US $3S-oo 


A radical new approach 
to maximizing talent. 
One Page Tai 色 nt 
Management does away 
with complexity and 
btireaycracy and offers 
a simple approach 
to developing the 
high-quality talent you 
need — right now, 

US $ $1Q3S 
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Etc. Hard Choices 


Chris Berman 

"In 1989, NBC came after me for 
four times what I was making. I loved 
what I was doing, but four times is 
four times. And it was network TV" 


The legendary host of ESPN’s Sunday NFL 
Countdown on how he almost le 托 the network 
—on three different occasions 



I started at ESPN in 1979, when [ was a young 
kid and they were just beginnin 昏 Cable TV 
was a neophyte ， lt"s been awesome, but 
there were moments when it was tempting 
to leave. 

In 1988 the owner of the San Francisco 
Giants, Bob Lurie, told me that the team wanted to 
hire its own announcer, and I was his Candida 化 - One 
of the goals in my career had been to do play-by-play 
for the Gianbi, which remains my favorite team in 
baseball. I had to think long and hard about that ： 1 
lave the Bay Area, and [ was a young guy. Ten years 
before, that job would have been like dying and going 
to heaven. But a few weeks later, r called him and 
said 1 couldn't. A year before，ESPN had gotten an 
NFL contract, and I was thdr host. I said ： "Bob, even 
though this is my childhood dream, you've come a 
year too ]3 吐 ." 

In 1989, NBC came after me for four times what 1 
was making. [ loved what I was doing, but four times 
is four times. And it was network TV* [ said to Steve 
Bomstein, who was our executive vice-president at 
the time ： "You’re not a golfer，and Vm not a very good 
one，but you’ve got to get to within a nine iron of this 
offer." This played out over six months, but they got 
there. I got three times, not four, but it was enough. I 
had 10 years of equity in the company. More than any¬ 
thing else, though, it was a decision of the heart. 

1 was really surprised this year when ESPN let my 
contract run out. Since 1989 my contract was always 
renewed a year or two before it expired. I can’t tell 
you what their thinking was. I wasn’t hurt or shocked— 
just surprised. This was the first time in a while 1 had 
to consider what ( might do next. 1 would have had 
a place to go ： Steve Bomstdn was now running the 
NFL Network. We w 灯 e talking, and 1 trusted him. 
I had to be ready to leave, because this hadn’t hap¬ 
pened in 20 years. 

J’m fortunate ESPN decided Tm still good enough 
to carry the flag. I’ve been doing this show longer 
than Johnny Carson, longer than Lucille Ball. Thirty 
years is a long time, and I don’t want to be anywhere 
else. © — told to Diane Brady 














When it comes to efficiency, 
seeing is saving. 



Get accurate and actionable energy 
management data from across your 
enterprise with EcoStruxure. 

You cani save what you cant see ， 

For many professionals, managing energy is like drivirtg a car with no dashboard: 
they donl know how much it costs or where consumption comes That 台 

why we developed EcoStruxure Active Energy Management— architecture. It makes 
energy use across your entire enterprise visible so you can control consumption, save 
money, and reduce waste. We’ll help you measure your energy usage, fix the basics, 
optimize systems through automation, and monitor for ongoing improvement. And 
EcoStruxure guarantees compatibility between thG management of powerJT rooms, 
process and machines, buildings, and security. 


EcoStruxure 

Active Energy Management 
architecture from Power Plant to Plug*"' 
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Industrial plants 

Open starxlard protocols allow fcr system-wide 
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Learn about saving energy from the experts! 

Download the FREE Active Energy Efficiency white paper. 

Visit www.SErep 皆 .com Key Code vSOIw Call 800-789-7038 or 401 -398-8560 
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The greatest luxury in life is time* 

Savour every second. 



BREITLING foT BENTLEY 


Power. Luxury. Exclusivity, Breitling and Bentley share the sams concern 
for perfection.The same exacting siandardi oi reliability and piechion. 
The same fusion of prestige and performance. \n the Breitiing workshops, 
just as in the Bentley factories in Crev 哈 cutting-edge technology works 
hand tn hand wi 执 the noblest traditions. Born from a passion for fine 
mechanisms. cKe Breitling for Bend 巧 cotleoton offerv connoisseurs t rich 
range of exception 己 I chronograp*is. While conveying the quintessence of 
aesthetic refinement，these wrist instruments are all equipped with high- 
performance "motors", patiently assembled by watchm 互 kers at the peak 
of their art. Time is the ultimate luxury. 
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